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Letter  of  Transmittal 

Fedeeal  Security  Agency, 
Social  Security  Administration, 
Washington,  D.  C,  November  1,  1948. 

The  Honorable  Oscar  U.  Ewing, 
Federal  Security  Administrator. 

Dear  Mr.  Ewing:  The  Social  Security  Administration  transmits 
herewith  its  annual  report  for  the  fiscal  year  ended  June  30,  1948, 
for  submission  to  the  Congress  as  required  by  section  704  of  the  Social 
Security  Act. 

The  report  outlines  accomplishments  during  the  year  in  the  pro- 
grams for  which  the  Administration  has  Federal  responsibilities,  as 
well  as  recommendations  for  strengthening  the  present  programs,  made 
in  accordance  with  the  statutory  mandate  under  section  702  of  the 
Social  Security  Act. 

Respectfully  submitted. 

Arthur  J.  Altmeyer, 
Commissioner  for  Social  Security. 
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Federal  Security  Agency 

The  Federal  Security  Agency  was  established  on  July  1,  1939,  by 
Reorganization  Plan  No.  1  of  1939.  The  objective  of  the  Plan,  the 
President  said,  was  to  group  together  those  agencies  of  the  Govern- 
ment whose  major  purpose  was  to  promote  social  and  economic  secu- 
rity, educational  opportunity,  and  the  health  of  the  citizens  of  the 
Nation.  Among  the  agencies  so  grouped  by  that  Plan  and  by  Reor- 
ganization Plan  No.  2  of  1939  were  the  Social  Security  Board  (includ- 
ing the  United  States  Employment  Service),  the  Office  of  Education, 
the  Public  Health  Service,  and  the  Federal  functions  of  the  American 
Printing  House  for  the  Blind. 

Reorganization  Plan  No.  4  of  1940,  effective  June  30,  transferred 
to  the  Agency  the  Food  and  Drug  Administration,  St.  Elizabeths 
Hospital,  Freedmen's  Hospital,  and  the  Federal  functions  relating  to 
Howard  University  and  to  the  Columbia  Institution  for  the  Deaf. 

During  the  war  the  Agency  became  the  center  around  which  numer- 
ous war  activities  were  developed.  In  addition  to  other  war  functions, 
the  Federal  Security  Administrator  became  Chairman  of  the  War 
Manpower  Commission,  established  in  September  1942.  When  the 
Commission  was  abolished  at  the  end  of  the  war,  the  United  States 
Employment  Service,  transferred  from  the  Agency  to  the  Commission 
on  its  establishment,  was  then  transferred  to  the  Department  of  Labor. 

The  Agency  was  further  expanded  by  Reorganization  Plan  No.  2 
of  1946.  Among  other  things  this  plan,  effective  July  16,  abolished 
the  Social  Security  Board  and  transferred  to  the  Administrator  all 
the  functions  of  the  Board  and  of  its  Chairman;  transferred  to  the 
Agency  the  Children's  Bureau  with  all  its  functions  except  those 
relating  to  child  labor;  and  abolished  the  Employees'  Compensation 
Commission  and  transferred  its  functions  to  the  Administrator.  As 
of  the  same  date,  the  Administrator  established  the  Social  Security 
Administration,  comprising  the  program  bureaus  formerly  in  the 
Social  Security  Board  and  also  the  Children's  Bureau. 

Legislative  enactments  of  June  1948  again  transferred  the  United 
States  Emplojrment  Service  to  the  Agency,  as  of  July  1,  and  adminis- 
tration of  the  Federal  Credit  Union  Act,  as  of  July  29.  The  Employ- 
ment Service  was  placed  in  the  Bureau  of  Employment  Security  of 
the  Social  Security  Administration,  and  the  Bureau  of  Federal  Credit 
Unions  also  was  placed  within  that  Administration. 

The  organization  of  the  Agency  at  the  close  of  the  fiscal  year  1948, 
plus  the  transfers  effective  in  July,  is  shown  on  the  accompanying 
chart. 
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A  Comprehensive  Social  Security  Program 

The  social  secueity  programs  for  which  the  Social  Security  Adminis- 
tration has  Federal  responsibility  under  the  Social  Security  Act 
operated  during  the  fiscal  year  1948  in  a  setting  of  full  employment,  a 
record  peacetime  production  of  goods  and  services,  and  rising  prices. 
Fewer  workers  were  without  jobs  than  in  the  preceding  year.  Earn- 
ings were  higher,  and  the  aggregate  volume  of  savings  increased. 
Prices  were  also  at  a  record  high,  increasing  during  the  year  more 
rapidly  than  did  wages  or  industrial  production. 

The  national  income  totaled  $212  billion,  as  against  $193  billion 
in  the  preceding  12  months.  The  Nation's  total  labor  force,  including 
the  armed  services,  averaged  about  62  million  persons  during  the  year, 
nearly  a  million  more  than  in  the  fiscal  year  1947.  Civilian  employ- 
ment was  about  1^  million  higher,  on  the  average,  than  in  the  preced- 
ing period.  The  number  of  persons  in  jobs  covered  by  old-age  and 
survivors  insurance  and  unemployment  insurance  was  the  largest  in 
the  history  of  the  programs,  and  the  taxable  wages  of  these  covered 
workers,  to  which  their  benefits  are  geared,  also  reached  record  levels. 

Even  a  vigorously  functioning  economy  produces  its  share  of 
economic  casualties.  Businesses  die,  plants  are  shut  down  for 
reorganization  or  retooling  or  because  of  shortages  of  raw  materials, 
throwing  out  of  work  several  million  earners  during  the  course  of  a 
year.  Unemployment  averaged  about  2.1  milHon,  or  150,000  less 
than  the  preceding  year's  average.  In  relation  to  the  number  of 
workers  covered  by  State  unemployment  insurance  systems,  the 
number  of  eligible  workers  who  filed  claims  remained  low  throughout 
the  year.  In  June  1948,  for  every  100  covered  workers,  less  than  4 
workers  filed  claims  for  benefits.     Not  all  workers  who  filed  claims 
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received  benefits,  however.  Of  the  4.8  million  who  filed  and  had 
enough  wage  credits  to  qualify  for  benefits,  about  3.8  million  drew 
some  benefits  during  the  year.  The  average  duration  of  the  payment 
was  11  weeks.  In  the  majority  of  cases,  the  other  claimants  who 
received  no  benefits  were  reemployed   during   the  waiting  period. 

In  June  1948,  monthly  benefits  under  old-age  and  survivors  in- 
surance were  paid  to  almost  2.2  million  beneficiaries — retired  workers 
and  their  aged  wives  and  dependent  children,  and  widows,  young 
children,  and  dependent  parents  of  deceased  insured  wage  earners. 
Public  assistance  payments  were  made  in  the  same  month  to  nearly 
2.4  million  needy  aged  persons,  to  65,800  needy  blind  persons  in  the 
47  States  administering  aid  to  the  blind  under  the  Social  Security 
Act,  and  to  nearly  1,150,000  children  in  450,000  families  receiving 
aid  to  dependent  children.  Both  the  number  of  mothers  and  children 
receiving  services  and  the  amount  of  services  offered  under  the 
maternal  and  child  health  and  child  welfare  services  showed  increases 
during  the  year  as  a  result  of  the  larger  Federal  grants  made  available 
by  the  1946  amendments. 

The  gains  in  services  to  mothers  and  children  would  have  been  con- 
siderably greater,  however,  if  the  dollars  expended  for  hospital  and 
medical  care  and  for  welfare  services  had  bought  as  much  in  goods 
and  services  as  in  previous  years.  The  impact  of  high  prices  on  the 
insurance  and  assistance  programs  was  even  more  marked.  In  fact, 
during  the  year,  as  in  the  preceding  fiscal  year.  Congress  recognized 
the  pressures  of  higher  living  costs  by  increasing  Federal  participation 
in  public  assistance  payments,  thus  enabling  the  States  to  increase 
the  level  of  payments  under  their  State  programs  and  to  aid  other 
persons  who  were  forced  to  turn  to  the  assistance  programs  to  main- 
tain themselves  and  their  families.  The  increased  Federal  participa- 
tion made  it  possible  for  a  State  to  raise  payments  $5  per  recipient 
of  old-age  assistance  and  aid  to  the  blind  and  $3  per  child  receiving 
aid  to  dependent  children,  provided  the  State  continued  to  spend  as 
much  per  receipient  from  its  own  funds  as  before.  The  monthly 
benefit  in  old-age  and  survivors  insurance,  on  the  other  hand,  re- 
mained geared  to  the  levels  fixed  in  1939.  In  view  of  the  rise  of  some 
70  to  75  percent  in  living  costs  since  that  year,  the  present  benefits 
are  no  longer  adequate  in  terms  of  purchasing  power,  nor  do  they 
represent  an  adequate  replacement  of  wages. 

In  addition  to  the  public  assistance  amendments,  several  other 
measures  were  enacted.  For  the  sixth  consecutive  year,  contribu- 
tions under  old-age  and  survivors  insurance  were  held  at  1  percent 
each  for  employers  and  employees.  This  time,  the  1-percent  rate 
was  made  effective  for  1948  and  1949,  and  it  was  specified  that  the 
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rate  should  increase  to  IK  percent  each  for  1950  and  1951,  and  to  2 
percent  for  1952  and  thereafter. 

Two  other  measures,  enacted  over  presidential  veto,  affected  the 
coverage  of  the  insurance  programs.  The  so-called  News  Vendors 
Bill  (Public  Law  492)  excluded  certain  vendors  of  newspapers  and 
magazines  from  coverage  under  old-age  and  survivors  insurance  and 
the  Federal  Unemployment  Tax  Act.  Public  Law  642  amended  the 
definition  of  "employee"  in  the  Social  Security  Act  to  exclude  any 
individual  (other  than  an  officer  of  a  corporation)  fjwho  is  not  an 
employee  under  the  usual  common-law  rules.  Several  hundred  thou- 
sand persons  who,  as  a  matter  of  economic  reality,  were  "employees" 
were  thus  reclassified  as  independent  contractors  and  excluded  from 
coverage  under  the  insurance  program.  In  vetoing  both  measures 
the  President  declared  that  they  withdrew  protection  from  persons 
now  entitled  to  benefits  and  restricted  coverage  at  a  time  when  the 
program  should  be  expanded. 

Another  enactment  of  administrative  significance  was  the  transfer 
of  the  United  States  Employment  Service  from  the  Department  of 
Labor  and  its  relocation  in  the  Bureau  of  Employment  Security  of 
the  Social  Security  Administration,  where  it  had  been  when  this 
country  began  to  mobilize  its  manpower  for  defense  and  war.  Simi- 
larly, Public  Law  813,  enacted  June  29,  transferred  the  administra- 
tion of  the  Federal  Credit  Union  Act  to  the  Federal  Security  Agency, 
which  established  the  Bureau  of  Federal  Credit  Unions  in  the  Social 
Security  Administration. 

On  April  8  the  Advisory  Council  on  Social  Security,  created  by  the 
Senate  Committee  on  Finance,  presented  its  first  report  to  the  Com- 
mittee. The  17-member  Council,  chosen  to  represent  all  sections  of 
the  country  and  all  walks  of  life,  was  appointed  to  assist  and  advise 
the  Committee  in  studying  the  present  programs  under  the  Social 
Security  Act.  Its  first  report  dealt  with  old-age  and  survivors 
insurance,  and  the  Council  recommended,  among  other  changes, 
extension  of  coverage  to  all  employments,  increasing  the  tax  base  to 
$4,200,  liberalization  of  benefit  amounts,  allowing  a  beneficiary  to 
have  supplementary  earnings  of  as  much  as  $35  a  month  without 
deduction  from  or  loss  of  benefits,  and  reduction  in  the  age  at  which 
women  can  qualify  for  benefits.  A  month  later  the  Advisory  Council 
submitted  its  second  report,  which  recommended  the  adoption  of  an 
insurance  program  covering  the  risks  of  permanent  and  total  disability 
and  integration  of  that  program  with  old-age  and  survivors  insurance. 
As  the  fiscal  year  ended,  the  Council's  reports  on  public  assistance  and 
unemployment  insurance  were  pending. 
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PRESENT  INSURANCE  AGAINST  WAGE  LOSS 

The  reports  of  the  Advisory  Council  and  the  economic  and  legisla- 
tive developments  of  the  past  year  have  served  effectively  to  confirm 
the  Social  Security  Administration  in  its  belief  that  the  present  limited 
system  of  social  security,  comprising  the  various  programs  operating 
under  the  Social  Security  Act  and  under  other  separate  legislative 
measures,  is  an  inadequate  and  inequitable  way  of  providing  the  basic 
essentials  of  economic  and  social  security  for  the  Nation's  gainfully 
employed  persons  and  their  families. 

The  assurance  a  wage  earner  and  his  family  now  have  against  the 
risk  of  wage  loss  arising  from  unemployment,  old  age,  disability,  or 
death  of  the  family  earner  depends  to  a  large  extent  on  the  provisions 
in  effect  for  different  types  of  occupations  and  the  length  of  time  the 
worker  has  been  in  the  particular  occupation.  If,  for  example,  he 
works  in  industrial  or  commercial  employments,  he  is  enabled  under 
the  Social  Security  Act  to  build  up  insurance  protection  against  wage 
loss  in  his  old  age  and  for  his  survivors  if  he  dies.  Through  the  Fed- 
eral-State unemployment  insurance  provisions  of  the  act,  he  is  insured 
against  involuntary  unemployment  and  is  enabled  to  tide  himself  and 
his  family  along  until  he  is  called  back  to  his  old  job  or  finds  a  new  one. 
If  he  lives  in  one  of  five  States,  his  unemployment  benefit  is  increased 
by  small  supplementary  amounts  for  certain  specified  dependents. 
In  only  two  States  can  he  draw  benefits  if  his  unemployment  is  due 
to  temporary  illness  rather  than  loss  of  a  job ;  in  January  1949,  workers 
in  a  third  State  will  have  similar  protection. 

If  the  wage  earner  happens  to  work  in  the  railroad  industry,  how- 
ever, he  can  qualify  under  the  railroad  retirement  and  unemployment 
insurance  systems  not  only  for  unemployment  and  old-age  benefits 
but  also  for  temporary  and  permanent  disability  benefits  and,  if  he 
dies,  monthly  survivor  benefits  are  payable  to  his  family. 

For  civilian  employees  of  the  Federal  Government,  different 
types  of  contributory  retirement  systems  exist.  If  the  employee  is 
covered  under  the  Civil  Service,  Canal  Zone,  or  Alaska  Railroad 
Retirement  Acts,  he  can  build  up  rights  toward  retirement  benefits — 
both  old  age  and  permanent  disability — and  also  survivor  protection, 
but  not  unemployment  insurance.  Members  of  the  Foreign  Service 
of  the  State  Department,  or  of  any  one  of  four  other  units  of  the 
Government,  are  covered  under  still  other  systems  set  up  for  the 
specific  establishment  and  varying  in  the  type  of  benefit  and  eligibility 
provisions  in  force.  Still  another  group  of  Federal  employees,  includ- 
ing judges  of  the  Federal  courts,  members  of  the  various  military 
services,  and  commissioned  oflScers  of  the  Public  Health  Service  and 


Social  Security  Administration  57 

of  the  Coast  and  Geodetic  Survey,  draw  retirement  pay  under  a 
noncontributory  Federal  system. 

Employees  of  State  and  local  governments  are  covered  by  the 
retirement  systems  of  the  State  or  municipality  for  which  they  work, 
if  the  unit  has  such  a  system,  and  there  is  considerable  variation  in 
the  provisions  of  the  separate  systems.  Some  two-fifths  of  all  State 
and  local  employees  have  no  retirement  protection. 

Veterans,  as  a  group,  have  probably  the  most  extensive  protection 
through  public  provision  for  retirement  and  disability  payments, 
hospital  and  medical  care,  and  compensation  for  their  survivors. 
The  extensive  veterans'  program  comprises  a  substantial  part  of  all 
Federal  expenditures  for  disabled  persons,  a  large  part  of  all  Federal 
expenditures  for  medical  care,  and  a  considerable  portion  of  expend- 
itures for  aged  persons  and  surviving  dependents.  In  the  years 
immediately  following  the  end  of  World  War  II,  Federal  readjustment 
allowances  for  unemployed  ex-servicemen  made  up  a  large  share  of  all 
payments  drawn  by  the  unemployed,  and  sizable  amounts  were  paid  in 
allowances  to  self-employed  ex-servicemen  under  the  terms  of  the 
Servicemen's  Readjustment  Act. 

Of  all  these  programs,  old-age  and  survivors  insurance  and  unem- 
ployment insurance  under  the  Social  Security  Act  have  the  broadest 
coverage.  Yet  in  June  1948,  13  years  after  the  act  became  law  and 
when  more  than  61  million  persons  were  in  the  employed  civilian  labor 
force,  about  25  million  of  them  were  in  jobs  that  were  excluded  from 
old-age  and  survivors  insurance  and  some  28  million  were  in  jobs  not 
covered  by  State  unemployment  insurance  systems.  Many  workers  in 
excluded  jobs  have  possibly  greater  need  for  protection  than  do  those 
now  covered,  since  groups  such  as  agricultural  and  domestic  workers 
include  relatively  large  numbers  of  persons  with  low  wages  or  irregular 
or  uncertain  earnings. 

The  limitations  on  coverage  under  the  present  retirement  systems 
and  the  variation  in  types  of  risks  covered  by  the  different  legislative 
provisions  are  clearly  not  due  to  a  fundamental  difference  in  the  need 
for  basic  protection. 

The  extent  of  protection  against  similar  risks  also  varies  consider- 
ably. It  would  be  entirely  possible,  under  retirement  plans  now  in 
effect,  for  a  worker  to  become  eligible  for  benefits  under  more  than 
one  plan,  depending  on  the  length  and  timing  of  his  employment  under 
each  system.  The  more  serious  contingency,  however,  is  that  a  worker 
with  earnings  under  several  of  the  programs  may  go  through  a  working 
lifetime  without  acquiring  benefit  rights  or  survivor  protection  under 
any  one  program. 

In  addition  to  the  problems  of  eligibility  for  benefits  there  is  the 
problem  of  equity  in  the  size  of  the  benefits  provided,  in  terms'^both 
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of  comparability  among  the  various  systems  and  of  current  relation- 
ship to  Hving  costs. 

These  shortcomings  of  the  present  system  are  not  caused  by  any 
fundamental  conflict  over  the  objectives  of  social  security.  They  are 
due,  instead,  to  the  evolutionary  development  of  public  awareness  of 
the  need  for  adapting  our  social  institutions  to  the  changing  needs  of 
a  highly  industrialized  country.  As  in  the  development  of  measures 
to  promote  educational  opportunities  and  further  the  health  and 
welfare  of  the  population,  the  programs  now  included  under  the  broad 
term  of  social  security  were  adopted  at  different  times  to  meet  an 
emergent  situation  or  the  specific  need  of  a  group  whose  insecurity 
had  gained  public  recognition.  The  legislation  grew  out  of  a  positive 
need  for  action  and  fitted  into  a  developing  pattern  of  governmental 


Chart  2. — Total  payments  under  social  insurance  and  related  programs  and 
under  public  assistance,  1940-47  * 
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1  Retirement  benefits  under  old-age  and  survivors  insurance,  railroad,  Federal  Government,  State  and 
local  government,  and  veterans'  programs;  survivor  benefits  under  old-age  and  survivors  insurance,  rail- 
road, Federal  Government,  State  and  local  government,  veterans'.'and  workmen's  compensation  programs; 
disability  benefits  under  railroad,  Federal  Government,  State  and  local  government,  veterans',  workmen's 
compensation,  and  State  sickness  compensation  programs;  unemployment  insurance  under  State  systems, 
railroad  and  veterans' programs.  OAA:  old-age  assistance.  GA:  general  assistance.  ADC:  aid  to  dependent 
children.    AB:  aid  to  the  blind. 
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Chart   3.— Social   insurance   beneficiaries   and  public   assistance   recipients 
under  the  Social  Security  Act,  by  month,  February  1936-June  1948 
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responsibility.  The  inevitable  result  was  a  patchwork  system,  with 
major  gaps  in  the  protection  afforded  under  the  system  and  certain 
undesirable  and  unwarranted  overlappings  among  the  separate  pro- 
grams. Even  the  Social  Security  Act,  significant  as  it  was,  was 
characterized  by  the  Committee  on  Economic  Security  as  a  piecemeal 
approach,  "dictated  by  practical  considerations"  but  only  a  part  of 
"the  complete  program  which  we  must  have  ere  long." 

Over  the  years,  as  administrative  experience  has  been  acquired 
and  as  experimentation  has  proved  the  basic  soundness  of  the  pro- 
grams, some  progress  has  been  made  toward  a  more  complete  and 
comprehensive  program.  Certain  legislative  changes,  on  the  other 
hand,  have  worked  toward  less  comprehensive  coverage  and  more 
stringent  limitations  of  the  basic  objectives. 

The  need  for  a  thoroughgoing  review  of  the  whole  program  was 
recognized  by  Congress  in  1945,  when  the  House  of  Representatives 
adopted  a  resolution  authorizing  the  Committee  on  Ways  and  Means 
to  obtain  "information  with  respect  to  the  need  for  the  amendment  and 
expansion  of  the  Social  Security  Act."  When  the  1946  amendments 
were  passed,  both  Houses  of  Congress  affirmed  the  need  for  taking 
stock  of  the  entire  program.  The  reports  of  the  Advisory  Council 
to  the  Senate  Committee  on  Finance,  as  well  as  other  studies  made  by 
official  groups  during  the  past  fiscal  year  and  the  studies  made  over 
the  years  by  the  Social  Security  Administration,  provide  a  basis  for 
action. 
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A  SINGLE  NATIONAL  PROGRAM 

The  necessary  changes  can  be  accomplished  most  effectively  and 
economically,  the  Social  Secm:'ity  Administration  believes,  by  a  com- 
prehensive social  secm"ity  program,  based  on  a  national  system  of 
contributory  social  insurance  that  would  enable  the  great  majority 
of  gainful  workers  and  their  families  to  maintain  independence  in 
the  face  of  all  common  threats  to  economic  security.  Even  with  a 
well-developed  contributory  insurance  system,  however,  there  will 
always  be  some  persons  who  will  fail  to  qualify  for  insurance  benefits 
or  whose  benefits  prove  inadequate  for  family  maintenance  or  who 
need  a  variety  of  services  for  which  they  turn  to  a  public  welfare 
agency.  For  these  groups  there  should  be  a  supplementary  Federal- 
State  system  of  comprehensive  welfare  programs,  including  public 
assistance  and  family,  adult,  and  child  welfare  services,  as  well  as 
services  to  safeguard  the  health  of  mothers  and  children. 

Such  a  single  basic  national  insurance  system  would  bring  into 
proper  relationships  the  eligibility  conditions,  the  amounts  and  dura- 
tion of  benefits,  and  the  financing  of  the  various  programs.  More- 
over, the  benefits  paid  would  reflect  more  closely  the  wage  loss  actually 
suffered,  since  the  individual's  earnings  in  any  job  would  be  counted 
in  computing  his  benefits. 

Old-age  and  survivors  insurance  and  unemployment  insurance 
cover  largely  the  same  workers  and  should  move  in  the  direction  of 
greater  uniformity  of  coverage.  A  close  relationship  now  exists  between 
these  insurance  programs  of  the  Social  Security  Act  in  the  exchange  of 
information  on  new  employers  and  in  preparation  of  data  for  estimates 
of  employment  and  wages.  As  programs  for  permanent  and 
temporary  disability  and  health  insurance  are  added  to  the  social 
security  program,  the  same  wage  records  and  the  same  central,  area, 
and  local  office  staffs  can  be  utilized,  thus  assuring  simplicity  and 
economy  of  administration.  Experience  in  operating  old-age  and 
survivors  insurance  has  demonstrated  the  feasibility  of  decentralizing 
the  day-by-day  administration  of  a  national  program,  to  give  indi- 
vidualized services  through  local  offices  that  become  closely  interwoven 
with  the  life  of  the  local  community. 

In  the  development  of  legislative  and  administrative  provisions  for 
a  comprehensive  system,  there  are  innumerable  elements,  such  as 
eligibility  provisions,  benefit  formulas,  dependents'  benefits,  claims 
and  appeals  procedures,  and  investment  policies,  that  are  common  to 
more  than  one  program.  The  development  of  temporary  disability 
insurance,  for  example,  involves  close  coordination  with  unemploy- 
ment insurance,  permanent  disability  insurance,  and  health  and 
medical  care  plans.     Problems  of  medical  certification  and  rehabiUta- 
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tion  are  closely  related  aspects  of  temporary  disability,  permanent 
disability,  and  health  insurance.  In  any  consideration  of  social 
security  legislation,  the  cost  of  a  specific  program  must  be  weighed  in 
relation  to  the  costs  of  other  programs  and  proposals.  Methods  of 
raising  funds  through  pay-roll  taxes  or  general  revenues  and  the  effect 
of  these  methods  on  the  economy  should  be  evaluated  in  relation  to 
methods  used  in  other  programs. 

The  Social  Security  Administration  believes  that  there  should  be 
constant  review  of  the  entire  social  security  program,  so  that  adjust- 
ments can  be  made  from  time  to  time  to  accord  with  economic  develop- 
ments and  experience.  Numerous  proposals  have  been  made  for 
changes  in  the  programs,  which  require  continuing  study  and  review. 
Such  review  and  study  demand  an  adequate  staff  and  sufficient  ap- 
propriations to  carry  on  effectively  the  necessary  basic  research. 
Sufficient  funds  should  be  made  available  so  that  advisory  commit- 
tees, representing  the  general  public,  the  persons  who  contribute  to 
the  system,  and  the  professional  interests  of  particular  groups  con- 
cerned with  a  program,  can  meet  frequently  and  so  that  the  Social 
Security  Administration  can  have  the  necessary  staff  to  supply  the 
members  of  such  committees  with  relevant  and  current  information. 

Experience  with  advisory  councils  in  1935,  1938,  and  1948  indicates, 
the  Administration  believes,  the  desirability  of  having  an  over-all 
advisory  council  periodically  study  the  operation  of  the  program  and 
make  recommendations  for  legislative  changes.  The  Administration 
believes  that  the  basic  statute  should  provide  for  such  periodic  review. 

At  the  present  time,  more  than  77  million  living  persons  have  built 
up  wage  credits  under  old-age  and  survivors  insurance.  Some  2.2 
million  persons  are  receiving  regular  monthly  insurance  benefits. 
Some  37  million  persons  are  insured  under  State  unemployment 
insurance  laws.  Approximately  4.4  million  needy  persons  are  receiving 
public  aid.  Next  to  national  defense,  expenditures  for  the  social 
security  program,  broadly  defined  to  include  veterans'  pensions,  and 
health  and  related  programs,  are  the  largest  single  item  in  the  Federal 
budget.  Federal  grants  to  the  States  for  social  security  purposes 
amount  to  more  than  60  percent  of  all  Federal  grants.  State  unem- 
ployment insurance  contributions  account  for  approximately  one- 
seventh  of  total  State  tax  collections. 

The  size  and  importance  of  such  a  major  segment  of  all  public 
expenditures  warrant  not  only  the  appropriation  of  adequate  funds 
for  research  but  also  the  appropriation  of  sufficient  funds  for  public 
information.  Right  now,  many  individuals  are  losing  valuable  benefit 
rights  because  they  lack  information  about  the  program.  In  a  Nation- 
wide and  dynamic  program  that  affects  actually  or  potentially  the 
economic  security  and  well-being  of  the  vast  majority  of  the  wage- 
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earning  population,  such  information  must  flow  out  in  a  continuing 
stream  if  the  taxpayers,  the  beneficiaries,  and  the  pubHc  as  a  whole 
are  to  know  the  provisions  enacted  by  Congress  for  then-  protection 
and  their  rights  and  obligations  under  the  law. 

SUMMARY  OF  RECOMMENDATIONS 

In  presenting  the  following  summary  of  the  major  recommendations 
for  a  comprehensive  program,  which  are  developed  in  more  detail  in 
subsequent  sections  of  this  report,  ttie  Social  Security  Administration 
once  more  reaffirms  its  conviction  that  current  economic  conditions 
offer  an  exceptional  opportunity  to  develop  a  comprehensive  program 
that  will  provide  the  basic  essentials  of  social  security  for  all  persons 
in  all  parts  of  the  Nation.  It  believes  that  a  Nation  with  an  annual 
income  in  excess  of  $200  billion  cannot  afford  not  to  strengthen  all  the 
economic  and  social  defenses  of  free  citizens  in  a  democracy. 

A  Comprehensive  Program  of  Social  Security 

A  comprehensive,  basic  national  system  of  contributory  social  insur- 
ance.— This  basic  program,  covering  all  major  risks  to  economic  inde- 
pendence and  all  workers  and  their  dependents  threatened  by  such 
risks,  would  include  insurance  against  wage  loss  in  periods  of  dis- 
ability and  against  costs  of  medical  care,  for  which  no  general  provi- 
sion now  exists  in  the  United  States,  as  well  as  old-age  and  survivors 
insurance  and  unemployment  insurance.  Cash  benefits  would  be 
related  to  past  earnings  and  additional  benefits  provided  for  depend- 
ents. The  program  would  be  designed  to  eliminate  existing  gaps 
in  the  coverage  of  both  persons  and  risks,  to  remove  present  inequities 
in  the  protection  of  workers  and  their  families  and  in  the  financial 
burdens  of  employers,  and  to  provide  a  consistent  relationship,  not 
only  among  the  insurance  provisions  for  the  various  risks  covered 
but  also  between  the  provisions  of  the  basic  system  and  those  of  sup- 
plementary special  systems  now  in  effect  for  particular  groups.  As 
compared  with  separate  programs  to  meet  particular  risks,  such  a 
system  would  reduce  administrative  costs  and  reporting  burdens  and 
simplify  arrangements  as  they  affect  workers,  employers,  and  public 
agencies. 

A  comprehensive  program  of  public  welfare,  including  public  assist- 
ance and  family  and  child  welfare  services. — Under  this  program,  on 
a  Federal-State  basis,  payments  and  services  financed  from  Federal 
and  State  funds  would  be  available  to  any  needy  person  in  the  United 
States,  irrespective  of  the  reason  for  need  or  the  place  of  residence. 
The  Federal  financial  contribution  to  such  a  program  should  be  de- 
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signed  to  remove  the  great  disparities  now  existing  in  the  treatment 
of  various  classes  of  needy  persons  and  to  reduce  the  disparities  in 
different  parts  of  the  country.  The  Federal  Government  should 
participate  in  payments  made  Directly  to  individuals  or  agencies 
authorized  to  supply  medical  services  to  needy  persons. 

The  role  of  public  welfare  agencies  should  be  strengthened  by 
Federal  participation  on  a  State-wide,  comprehensive  basis  in  welfare 
services  for  families  and  adults  and  children.  Federal  grants  should 
be  available  likewise  to  assist  the  States  in  developing  such  services 
to  families  and  individuals — whether  recipients  of  assistance  or  others 
not  needing  or  requesting  financial  assistance — who  turn  to  the  agen- 
cies for  help  that  will  enable  them  to  keep  the  family  together,  to 
become  self-supporting,  to  make  use  of  community  resources,  or  to 
solve  individual  problems  in  family  or  community  adjustment.  Ee- 
search  should  be  conducted  on  the  causes  of  dependency  and  other 
factors  affecting  family  life. 

A  comprehensive  program  of  health  and  welfare  services  for  children 
and  research  in  child  life. — Such  a  plan  should  provide  for  the  pro- 
gressive development  of  the  full  range  of  health  and  welfare  services 
essential  to  the  physical,  emotional,  and  social  well-being  of  our 
children,  to  be  available  wherever  they  live  and  whatever  their  in- 
come or  race.  Research  and  investigation  in  child  life  are  essential  in 
supporting  and  guiding  the  development  of  these  services  and  enrich- 
ing our  knowledge  and  understanding  of  the  needs  of  children.  Such 
research  shouM  approach  the  programs  of  child  life  from  the  point 
of  view  of  the  total  child,  his  growth  and  development,  and  his 
place  in  society. 

Legislative  changes  that  would  assist  in  the  achievement  of  the 
objectives  outlined  above  are  discussed  more  fully  in  subsequent  chap- 
ters.    In  brief,  the  recommendations  include: 

Old-Age  and  Survivors  Insurance 

Coverage  of  all  gainful  workers,  including  agricultural  and  domestic 
employees,  public  employees  and  members  of  the  armed  forces,  em- 
ployees of  nonprofit  organizations,  raihoad  employees,  and  self- 
employed  persons  including  farmers  and  small  businessmen. 

Repeal  of  the  legislation  eliminating  certain  salesmen  and  adult 
news  vendors  from  coverage. 

Changes  in  the  average  monthly  wage  and  benefit  formula  to  in- 
crease benefits  materially,  and  increases  in  both  minimum  and  maxi- 
mum benefit  amounts. 

Increase  to  $4,800  a  year  in  the  maximum  amount  of  earnings 
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taxable  and  to  $400  in  the  maximum  average  monthly  wage  on  which 
benefits  are  computed;  expansion  of  the  definition  of  taxable  wages 
to  include  all  tips,  gratuities,  and  dismissal  wages. 

Increase  in  the  amount  of  earnings  a  beneficiary  may  receive  in 
covered  employment  without  suspension  of  monthly  benefits. 

Reduction  of  the  quahfying  age  for  all  women  beneficiaries  from 

65  to  60  years. 

Changes  in  ehgibility  requirements  to  make  it  easier  for  persons  in 
newly  covered  employments  and  persons  of  advanced  age  to  qualify 
for  benefits. 

Greater  uniformity  and  greater  equity  in  defining,  for  purposes  of 
the  insurance  system,  family  relationships  and  conditions  of  depend- 
ency that  qualify  members  of  an  insured  person's  family  for  benefits, 
especially  with  respect  to  the  rights  of  dependents  of  women  workers. 

Payment  of  a  lump  sum  in  the  case  of  every  deceased  insured  wage 
earner. 

Adoption  of  a  long-range  plan  for  financing  old-age  and  survivors 
insurance  which  looks  toward  an  eventual  tripartite  division  of  costs 
among  employers,  employees,  and  the  Federal  Government. 

Unemployment  Insurance 

Extension  of  the  Federal  Unemployment  Tax  Act  to  all  employers 
of  one  or  more  workers  in  covered  industries  and  to  many  excepted 
employments. 

Repeal  of  the  legislation  eliminating  certain  salesmen  and  adult 
news  vendors  from  coverage. 

Provision  of  unemployment  benefits  for  employees  of  the  Federal 
Government. 

Provision  for  a  weekly  benefit  that  approximates  50  percent  of  the 
weekly  wage  for  a  claimant  without  dependents,  and  provision  for 
supplementary  amounts  for  claimants  with  dependents. 

Provision  of  a  maximum  weekly  benefit  amount  that  will  be  not 
less  than  $30  for  a  claimant  without  dependents  and  $45  for  a  claim- 
ant with  three  or  more  dependents. 

Provision  of  26  weeks'  potential  duration  of  benefits  for  all  claim- 
ants who  meet  the  qualifying-wage  requirement  and  whose  unem- 
ployment extends  over  so  long  a  period. 

Provision  that  disqualifications  for  voluntary  leaving  without  good 
cause,  discharge  for  misconduct,  or  refusal  of  suitable  work  should 
entail  only  postponement  of  benefits  for  not  more  than  4  weeks 
rather  than  cancellation  of  benefit  rights  or  reduction  of  benefits. 

Definition  of  good  cause  for  voluntary  leaving  or  for  refusing  suit- 
able work  to  include  good  personal  reasons,  not  merely  causes 
attributable  to  the  job  or  the  employer. 
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If  unemployment  insm-ance  is  made  a  part  of  a  coordinated 
Federal  social  insm-ance  system,  reduction  of  the  contribution  for 
unemployment  insurance  to  a  level  that  will  reflect  cost  experience 
and  permit  the  proper  utilization  of  reserves;  if  the  present  State- 
by-State  reserve  system  is  continued,  a  somewhat  smaller  reduction 
in  contribution,  with  provision  for  a  minimum  employer  contribution 
to  State  funds  necessary  to  secure  full  credit  against  the  Federal  tax, 
with  the  States  left  free  to  modify  their  rates  above  the  minimum 
contribution  through  experience  rating.  State-wide  uniform  tax  rates, 
or  some  other  way,  and  with  a  Federal  solvency-guaranty  fund.  If 
tax-offset  features  are  abolished,  estabhshment  of  a  grant-in-aid 
system  for  both  benefits  and  administrative  costs. 

Earmarking  the  Federal  share  of  the  Federal  tax  for  administrative 
expenses,  with  provision  for  a  contingency  appropriation  and  for 
advances  to  the  States  if  their  reserve  funds  run  low. 

Disability  Insurance 

Provision  under  Federal  law  for  cash  benefits  to  insured  workers 
and  then-  dependents  during  both  temporary  disability  (less  than  6 
months)  and  extended  disability  (6  months  and  over). 

Medical  Care  Insurance 

Insurance  against  costs  of  medical  care,  including  payments  to 
physicians,  dentists,  nurses,  hospitals,  and  laboratories,  with  provision 
for  free  choice  of  doctor  and  patient,  decentrahzation  of  administra- 
tion, and  utilization  of  State  administration. 

Public  Assistance  and  Welfare  Services 

Change  in  the  basis  of  Federal  financial  participation  to  relate  the 
Federal  share  more  nearly  to  the  financial  resources  of  each  State. 

Increase  in  the  maximums  for  aid  to  dependent  children  to  conform 
substantially  to  the  maximum  in  old-age  assistance  and  aid  to  the 
blind. 

Specific  requirement  that  a  State,  as  a  condition  of  plan  approval, 
shall  apportion  Federal  and  State  funds  among  localities  in  accord- 
ance with  their  need  for  funds. 

Grants-in-aid  to  States  for  general  assistance  to  any  needy  person, 
as  well  as  for  the  special  types  of  public  assistance. 

In  aid  to  dependent  children,  authorization  for  Federal  financial 
participation  in  assistance  to  parents  or  other  relatives  who  assume 
responsibility  for  parental  care  or  support  of  any  needy  child  and 
who  mamtain  a  family  home  for  the  child ;  such  payment  to  be  made 
without  regard  to  the  cause  of  the  child's  need. 
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As  a  condition  of  plan  approval,  no  person  to  be  denied  aid  to  the 
blind  because  of  age. 

Approval  of  the  State  plan  to  be  conditioned  on  the  absence  of 
any  residence  or  citizenship  requirement. 

As  a  condition  of  plan  approval,  no  State  plan  to  require  transfer 
of  title  or  control  of  applicant's  or  recipient's  property  to  the  State 
or  locality.  The  State  would  not  be  precluded  from  making  a  re- 
covery from  the  estate  of  a  deceased  recipient  for  assistance  that  he 
had  received,  or  from  imposing  a  lien  to  secure  this  claim  provided 
the  appUcant  or  recipient  retained  title  and  control  of  the  property. 

Authorization  of  Federal  financial  participation  in  payments  made 
directly  to  individuals  or  agencies  supplying  medical  services  to  needy 
persons. 

Federal  participation  in  assistance  payments  made  to  or  in  behalf 
of  needy  persons  Hving  in  public  medical  institutions,  except  tuber- 
culosis or  mental  hospitals.  States  to  be  required  to  establish  and 
maintain  suitable  standards  for  all  institutions  of  the  types  specified 
in  the  State  plans  as  institutions  in  which  recipients  of  assistance 
may  reside. 

ExpHcit  provision,  as  a  condition  of  plan  approval,  that  a  State 
shall  defme  a  standard  of  Hving  to  be  achieved  through  the  individ- 
ual's own  resources  and  assistance,  and  shall  develop  standards  for 
evaluating  income  and  resources,  including  only  such  income  and 
resources  as  are  actually  available  to  the  individual;  such  standards  to 
be  objective  and  State-wide  in  application. 

Federal  financial  participation  in  all  types  of  welfare  services  ad- 
ministered by  the  staff  of  the  public  welfare  agency  designed  to  help 
families  and  individuals  become  self-supporting,  to  keep  families 
together  in  their  own  homes,  and  to  reduce  the  need  for  institutional 
care;  such  services  to  be  available,  when  requested,  both  to  recipients 
of  assistance  and  to  others  without  regard  to  their  economic  status. 

Extension  to  Puerto  Rico  and  the  Virgin  Islands  of  Federal  grants- 
in-aid  for  all  assistance  and  welfare  programs  in  which  the  Federal 
Government  participates. 

Study  of  the  causes  of  dependency  and  other  factors  affecting 
family  welfare,  with  a  view  to  the  development  of  suitable  programs 
by  pubhc  and  private  agencies  for  the  advancement  of  family  welfare. 

Children's  Services  and  Research  in  Child  Life 

Adequate  funds  to  be  made  available  to  strengthen  and  broaden 
the  work  of  the  Children's  Bureau  as  a  center  of  information  related 
to  child  Ufe;  to  assist  in  financing  specific  research  projects  in  child 
growth  and  development  and  in  child  life  by  universities,  schools,  child 
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research  centers,  agencies,  and  individuals;  and  to  undertake  original 
research  and  investigations  that  require  Nation-wide  study  or  that 
have  Nation-wide  significance  to  State  and  community  programs  for 
mothers  and  children. 

To  replace  the  present  limitations  in  annual  appropriations  for  child 
health  and  welfare  services  by  an  authorization  for  appropriations  in 
amounts  which  are  sufficient  to  provide  for  expansion  of  such  services 
for  children  as  rapidly  as  States  can  use  additional  funds  effectively. 
State  planning  to  proceed  at  a  rate  consistent  with  the  availability  of 
personnel  and  facilities  that  meet  standards.  Progress  to  be  made 
year  by  year  toward  the  goal  of  child  health  and  child  welfare  services 
available  in  every  local  subdivision  of  the  country. 

Priority  to  be  given  by  the  States  in  developing  their  programs  to 
groups  of  children  in  most  urgent  need — for  example,  children  need- 
ing prolonged  and  expensive  medical  care;  prematurely  born  infants; 
children  with  vision  and  hearing  defects;  children  in  need  of  health 
services  and  medical  care  in  families  receiving  public  assistance  or 
social  insurance;  school  children  in  need  of  health  services  and  medical 
care;  children  in  need  of  foster-home  care;  children  in  need  of  tem- 
porary or  emergency  care  away  from  their  own  homes;  children  in 
need  of  day  care;  and  children  of  migratory  workers. 

Legislation  to  provide  that  a  definite  percentage  of  the  funds  avail- 
able for  maternal  and  child  health,  crippled  children,  and  child  wel- 
fare services  can  be  used  by  the  Children's  Bureau  to  promote  effec- 
tive measures  on  a  national  basis  for  carrying  out  the  purposes  of  the 
programs,  by  demonstrations  and  evaluations  of  the  means  of  carry- 
ing programs  forward  and  by  paying  the  salaries  and  expenses  of 
personnel  requested  for  temporary  assignment  by  the  State  or  local 
agencies,  and  for  the  administration  of  the  programs. 

Substantial  Federal  funds  to  be  made  available  to  the  Children's 
Bureau  to  increase  the  number  of  professional  and  technical  personnel 
through  grants  to  such  educational  institutions  as  medical,  dental, 
nursing,  social  work,  and  public  health  schools,  and  through  a  system 
of  fellowships  and  scholarships  to  individuals  who  will  specialize  in 
services  to  children.  . 

Coordinated  Administration 

Federal  administration  of  all  social  insurance  programs  as  a  coordi- 
nated system. 

Advisory  committees  for  all  programs,  the  committees  to  be  com- 
posed of  representatives  of  beneficiaries,  employers,  and  the  public. 

Adequate  appropriations  and  staff  for  research  and  program 
planning. 
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Adequate  appropriations  and  staff  for  informational  services  to 
inform  beneficiaries,  employers,  and  tlie  public  of  their  rights  and 
obligations  under  the  Social  Security  Act  and  related  laws. 

THE  MAJOR  RISKS  TO  SECURITY  IN  1947-48 

Annual  inventory  of  the  social  security  status  of  the  population  is 
helpful  in  ascertaining  the  size  of  the  groups  experiencing  income 
losses  and  the  extent  to  which  existing  measures  compensate  wholly 
or  partly  for  the  losses  sustained,  and  in  throwing  additional  light  on 
the  reasons  for  the  recommendations  of  the  Social  Security  Adminis- 
tration for  broadening  and  strengthening  the  country's  social  security 
program. 

Unemployment 

During  the  fiscal  year  1948  a  weekly  average  of  2.1  million  persons 
were  unemployed,  somewhat  more  than  were  out  of  work  during  the 
acute  manpower  shortages  of  the  war  years  but  a  smaller  number  than 
in  1946-47  and  a  record  low  for  any  peacetime  year  since  1929. 
Economists  regard  unemployment  of  3  to  4  percent  of  the  labor  force 
as  a  normal  contingency  of  the  movement  between  jobs  that  is 
characteristic  of  a  healthy  economy  and  a  free  and  mobile  labor  force. 
In  1947-48,  unemployment  receded  to  3  percent  of  the  labor  force. 
The  average  unemployed  worker  was  out  of  a  job  for  a  relatively  brief 
time. 

Perhaps  two-thirds  of  the  unemployed  during  an  average  week  in 
1947-48  were  in  receipt  of  unemployment  benefits.  The  others  were 
ineligible  for  benefits  because  they  had  not  been  in  covered  employ- 
ment or  had  insufficient  wage  credits  in  covered  employment,  or  they 
failed  to  draw  benefits  because  they  obtained  new  jobs  before  the 
waiting  period  had  expired  or  because  they  had  already  exhausted 
their  benefit  rights. 


Program 


Average  weekly  number  of  benefi- 
ciaries (in  thousands) 


1947-48 


Percentage 
change 


State  unemployment  insurance 

Railroad  unemployment  insurance 
Servicemen's  Readjustment  Act.  -. 


902 

61 

1,126 


815 
44 
534 


-10 
-28 
-53 


The  number  of  unemployment  insurance  beneficiaries  is  only  a  par- 
tial measure  of  the  protection  afforded  by  the  program.  During  the 
calendar  year  1947  about  37  million  persons  earned  sufficient  wages 
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to  be  eligible  for  benefits  under  the  State  unemployment  insurance 
systems.  The  3.8  million  different  individuals  who  drew  benefits  in 
1947  under  these  systems  thus  represented  one  in  every  nine  persons 
with  potential  benefit  rights. 

Old  Age 

In  June  1948  about  44  in  every  100  men  65  years  and  over  were 
working;  16  percent  were  receiving  old-age  and  survivors  insurance; 
10  percent  were  the  beneficiaries  of  the  railroad  and  government 
retirement  programs  or  were  in  receipt  of  veterans'  pensions  or  com- 
pensation; and  22  percent  were  on  the  old-age-assistance  rolls.  There 
is  some  duplication  among  these  groups,  and  the  number  with  income 
from  other  sources  exclusively — industrial  pensions,  privately  pur- 
chased annuities,  investments,  and  aid  from  friends  or  relatives — is 
not  known,  but  it  is  doubtful  whether  it  exceeded  20  percent. 

Since  the  establishment  of  the  old-age  and  survivors  insurance 
program  in  1935  was  motivated  in  part  by  a  desire  to  retire  older 
workers  in  order  to  make  jobs  available  for  younger  people,  it  may 
seem  surprising  at  first  glance  that  the  most  important  source  of 
income  for  aged  men  in  1948  was  employment.  It  is  well  to  remember 
in  this  connection  that  two  out  of  every  three  men  are  still  in  the  labor 
force  at  age  65  and  that  the  ratio  does  not  drop  below  one  in  two  until 
age  70.  It  is  true  that  workers  who  have  had  sufficient  earnings  in 
covered  employment  are  eligible  for  old-age  and  survivors  insurance 
at  age  65,  and  some  retirement  programs  fix  the  eligibility  age  even 
lower.  But,  even  with  relatively  attractive  retirement  provisions, 
pride  in  the  retention  of  one's  physical  and  mental  vigor,  habit,  and 
a  need  to  feel  useful  keep  many  aged  persons  at  work.  When  the  pri- 
mary benefit  averages  $25.13  a  month,  as  it  did  in  June  1948,  it  is 
largely  the  sick  and  enfeebled  workers  who  retire;  the  aged  earners 
who  can  stay  at  work  do  so.  On  January  1,  1948,  of  the  1.8  million 
persons  who  were  aged  65  years  and  over  and  who  were  eligible  for 
primary  benefits  by  reason  of  age  and  wage  credits,  slightly  fewer  than 
half  were  in  receipt  of  benefits. 

The  social  security  status  of  aged  women  presents  many  contrasts 
to  that  of  aged  men.  Relatively  few  aged  women  are  in  the  labor 
force;  the  great  majority  are  dependent  on  others  for  support  and 
their  economic  fortunes  hinge  largely  on  their  marital  status.  About 
55  in  every  100  women  aged  65  and  over  are  widows;  available  infor- 
mation indicates  that  relatively  large  numbers  are  living  with  and 
dependent  on  their  children.  Their  failure  to  quahfy  for  social 
security  benefits  reflects  to  a  large  extent  the  relatively  late  start  of 
the  old-age  and  survivors  insurance  program  and  the  present  limita- 
tions in  program  coverage. 
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Chart  4. — Number  of  aged  persons  receiving  benefits  under  old-age  and 
survivors  insurance  ^  and  number  receiving  old-age  assistance  per  1,000 
persons  65  years  and  over  in  each  State,^  June  1948 


OASI  BENEFICIARIES 
PER  1,000  AGED  POPULATION 

300        200  100  0 


100 


OAA  RECIPIENTS 
PER  1,000  AGED  POPULATION 

200  300  400 


500        600 


1  Primary,  wife's,  widow's,  and  parent's  benefits  in  curreni-payment  status  at  end  of  June. 
» Aged  population  as  of  July  1, 1948,  estimated  by  Social  Security  Administration. 
•  Includes  Hawaii. 
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Source  of  income 

Persons  aged  65  and  over 
(in  millions) 

Total 

Men 

Women 

Total 

10.9 

5.2 

5  7 

Employment- 

3.7 

2.8 

.9 

1.5 

.9 

2.4 

2.3 
2.3 

1  4 

Earners 

5 

Wives  of  earners 

.9 

Social  insurance  and  related  programs: 

Old-age  and  survivors  insurance 

.8 
.5 
1.1 

.6 

Other  programs 

4 

Old-age  assistance .      .  . 

1  2 

The  major  development  during  the  year  was  the  steady  growth  in 
the  old-age  and  survivors  insurance  beneficiary  load.  Monthly  bene- 
fits were  paid  to  about  1.2  million  aged  persons  in  June  1947  and  almost 
1.5  million  in  June  1948,  an  increase  of  22  percent.  The  old-age  as- 
sistance load  also  increased,  but  only  by  97,000  or  4  percent.  A  slight 
increase  was  experienced  in  the  number  of  beneficiaries  of  the  railroad 
and  government  programs.  The  number  of  aged  earners  remained  at 
approximately  the  same  level  during  the  period. 

As  has  been  true  for  each  year  since  old-age  and  survivors  insurance 
monthly  benefits  were  first  paid  in  1940,  the  number  of  insurance  bene- 
ficiaries grew  more  rapidly  than  the  number  of  assistance  recipients. 
In  the  3  years  June  1945-June  1948  the  ratio  of  old-age  assistance 
recipients  to  aged  beneficiaries  of  old-age  and  survivors  insurance 
dropped  from  three  to  one  to  about  one  and  a  half  to  one.  This  shift 
in  the  relative  importance  of  the  two  programs  has  been  more  pro- 
nounced in  some  parts  of  the  country  than  in  others.  In  June  1948,  1 1 
States  had  more  aged  persons  on  the  insurance  rolls  than  on  the  public 
assistance  rolls.  As  might  be  anticipated  from  the  coverage  provisions 
of  the  insurance  program,  these  were  mostly  industrial  States.  As  the 
insurance  program  matures,  an  increasing  number  of  aged  persons  will 
qualify  for  benefits.  On  January  1,  1948,  approximately  37  million 
persons  were  fully  insured  under  old-age  and  survivors  insurance, 
including  25  million  men,  or  more  than  half  the  male  labor  force  in  the 
country.  Extension  of  coverage  to  all  employments,  as  recommended 
by  the  Social  Security  Administration,  may  be  expected  to  enable 
relatively  more  of  these  individuals  to  retain  their  insurance  status 
until  age  65,  and  to  help  workers  now  in  noncovered  employment  to 
acquire  insured  status. 


Death  of  the  Family  Earner 

Improved  mortality  experience  has  reduced  the  relative  number  of 
fatherless  children  and  young  widows  in  recent  years,  but  death  still 
takes  a  large  toll  of  men  in  the  prime  of  life.     In  1947-48,  perhaps 
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one-third  of  a  million  women  under  age  65  became  widowed.  Ml 
told,  the  country  had  in  June  1948  about  3.4  million  widows  under 
65  years  of  age.  Employment  constituted  a  major  source  of  income 
for  almost  half  the  total.  Somewhat  more  than  half  a  million  re- 
ceived benefits  from  social  insurance  or  related  programs,  including 
140,000  beneficiaries  under  old-age  and  survivors  insurance  and 
about  400,000  under  the  veterans'  program.  Slightly  less  than 
100,000  were  in  families  receiving  aid  to  dependent  children. 

Young  widows  qualify  for  benefits  under  most  survivor  programs 
only  when  they  have  in  their  care  children  under  18  years.  Among 
such  widows  the  proportion  with  income  from  social  insurance  and 
related  programs  is  therefore  much  higher  than  among  widows  as  a 
group.  Of  the  estimated  0.7  million  widows  in  June  1948  under  age 
65  and  with  children  under  18  years,  between  one-half  and  two-thirds 
were  beneficiaries  under  old-age  and  survivors  insurance,  the  veterans' 
program,  or  the  railroad  retirement  program  or  were  members  of 
families  receiving  aid  to  dependent  children. 

Fatherless  children  under  18  years  of  age  numbered  approximately 
2.6  million  in  June  1948,  of  whom  530,000  or  20  percent  were  receiv- 
ing old-age  and  survivors  insurance.  Close  to  300,000  or  about  11 
percent  were  beneficiaries  of  the  veterans'  program  and  some  32,000 
were  receiving  payments  under  the  recently  established  survivor 
program  of  the  Railroad  Retirement  Board.  About  260,000  were 
receiving  aid  to  dependent  children. 


Source  of  income 


Total 

Employment 

Social  insurance  and  related  programs: 
Old-age  and  survivors  insurance- -. 
Other 

Aid  to  dependent  children 


Fatherless 

children  under 

age  18  (in 

millions) 


2.6 


Widows  rmder 
age  65  (in 
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3.4 


1.5 
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.4 
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Since  1943,  more  fatherless  children  have  been  receiving  old-age 
and  survivors  insurance  than  aid  to  dependent  children.  From  1943 
to  1948  the  proportion  of  fatherless  children  benefiting  from  old-age 
and  survivors  insurance  rose  from  approximately  7  to  roughly  20 
percent  of  the  total.  This  proportion  is  likely  to  grow,  since  the  28 
million  men  who  were  fully  or  currently  insured  on  January  1,  1948, 
and  whose  death  could  give  rise  to  sm'vivor  benefits,  included  m  their 
number  more  than  half  the  men  in  the  country  with  one  or  more  chil- 
dren under  18  years. 


Social  Security  Administration  73 

Disability 

Compensation  for  wage  loss  suffered  as  a  result  of  industrial  injury 
was  one  of  the  earliest  forms  of  social  insurance  in  the  United  States, 
but  40  years  after  the  enactment  of  the  first  operating  workmen's  com- 
pensation act  the  country  still  does  not  have  any  generally  available 
insurance  against  wage  loss  caused  by  temporarily  disab  ing  illness  or 
permanent  total  disability  of  nonindustrial  origin.  Existing  disabihty 
insurance  programs  are  limited  in  coverage  to  particular  areas,  partic- 
ular employments,  or  particular  types  of  disability. 

In  the  field  of  temporary  disability,  most  of  the  earnings^lost  by  the 
daily  average  of  about  2  million  persons  recently  in  the  labor  force  but 
with  a  disability  that  keeps  them  from  working  remain  uncompensated. 
Some  replacement  is  effected  through  formal  and  informal  sick  leave 
plans  in  industry,  private  group  and  individual  insurance,  and  the 
benefits  administered  by  mutual  benefit  associations  and  unions. 
Public  cash  sickness  insurance  systems  have  been  in  operation  in 
Rhode  Island  since  1943  and  in  California  since  1946.  These  provide 
limited  benefits  for  temporary  disability  for  approximately  the  same 
workers  as  are  covered  by  unemployment  insurance.  In  1947-48, 
beneficiaries  averaged  4,900  per  week  in  Rhode  Island  and  18,500  per 
week  in  Cahfornia.  Under  legislation  adopted  in  June  1948,  New 
Jersey  begins  paying  benefits  under  its  temporary  disability  program 
on  January  1,  1949. 

Workers  suffering  from  prolonged  total  disability  are  exposed  to 
greater  economic  hazards  than  those  whose  wages  are  temporarily 
interrupted  by  illness  or  injury.  For  individual  families  the  result 
is  frequently  the  complete  loss  of  all  family  resources.  In  the  United 
States  there  are  2  miUion  or  more  persons  who  have  been  totally  dis- 
abled for  longer  than  6  months  and  who,  but  for  their  disabihty, 
would  be  in  the  labor  force.  The  proportion  with  compensation 
against  wage  loss  is  even  smaller  than  in  the  case  of  temporarily 
disabled  workers. 

Government  workers  have  some  protection  against  loss  of  earnings 
due  to  permanent  disability  under  provisions  which  permit  retirement 
for  either  age  or  permanent  disabihty,  although  the  benefits  for 
disability  may  be  very  low  unless  the  worker  has  had  substantial 
prior  periods  of  employment.  In  June  1948  approximately  35,000 
persons  were  receiving  benefits  under  the  Federal  program  and  27,000 
under  programs  administered  by  State  and  local  governments.  The 
railroad  social  insurance  program  provides  benefits  for  temporary 
as  well  as  permanent  disabihty  and  for  maternity.  Persons  retired 
for  permanent  disability  numbered  62,000  in  June  1948.  Temporary 
disability  beneficiaries  averaged  27,000  per  14-day  benefit  period  in 
1947-48.     An  average  of  1,000  drew  maternity  benefits. 
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Chart  5. — Number  of  children  receiving  benefits  under  old-age  and  survivors 
insurance  *  and  number  receiving  aid  to  dependent  children  per  1,000 
children  under  18  years  of  age,^  June  1948 
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1  Child's  benefits  in  current-payment  status  at  end  of  June. 

2  Population  under  18  years  of  age  as  of  July  1, 1948,  estimated  by  Social  Security  Administration. 
•  Rate  for  Nevada  is  for  program  administered  without  Federal  participation. 

<  Includes  Hawaii. 
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In  1947,  $290  million  was  paid  in  cash  benefits  for  temporary  or 
permanent  disability  of  a  work-connected  origin.  Disabilities  arising 
out  of  employment  constitute,  however,  less  than  5  percent  of  all 
disabling  illnesses  and  injuries. 

Of  a  rather  different  character  is  the  program  for  veterans.  Some- 
what more  than  2  million  veterans  were  receiving  pensions  or  compen- 
sation for  disability  in  June  1948.  However,  most  of  these  beneficiaries 
were  only  partially  disabled  and  were  engaged  in  some  employment; 
they  are  not  included  in  the  estimated  4  million  persons,  cited  above, 
who  are  too  disabled  to  work. 

In  the  absence  of  general  insurance  systems  for  either  temporary 
or  permanent  disabihty,  a  substantial  number  of  disabled  individuals 
or  their  dependents  are  cared  for  thi^ough  pubHc  assistance.  Aid 
to  the  bhnd  went  to  83,000  persons  in  June  1948.  In  the  same 
month  the  families  of  about  90,000  incapacitated  men  received  aid 
to  dependent  children.  More  than  one-third  of  the  cases  opened 
for  general  assistance  in  large  cities  are  in  need  because  of  the  illness 
or  disablement  of  the  chief  earner,  suggesting  that,  among  the  366,000 
cases  throughout  the  country  receiving  general  assistance  in  June 
1948,  perhaps  120,000  contained  a  disabled  wage  earner. 

Medical  Care 

Many  people  go  for  relatively  long  periods  without  a  single  illness, 
but  the  average  individual  is  iU  once  during  the  course  of  a  year. 
Most  illness  is  not  disabling;  some  is  disabling  but  does  not  require 
bed  care;  perhaps  one  illness  in  five  confines  the  patient  to  bed.  The 
more  severe  the  illness,  the  less  frequent  is  its  occurrence  and  the 
more  expensive  it  becomes.  Somewhere  early  along  the  scale  of 
lessened  frequency  but  greater  severity,  the  cost  of  an  illness  slips 
beyond  the  ability  of  the  average  family  to  pay  out  of  current  income. 
And  since  no  individual  knows  when  severe  or  expensive  iUness  will 
strike,  saving  money  on  an  individual  basis  to  pay  for  large  medical 
bills  is  impractical  and  economically  unsound  for  most  famihes. 
For  middle  and  low  income  groups,  inabihty  to  pay  for  medical  care 
extends  even  to  the  more  common  conditions  requiring  a  doctor's 
attention. 

Whether  the  sick  person  is  a  subsistence  farmer  living  from  hand 
to  mouth  or  a  skilled  worker  with  a  savings  account  to  fall  back  on 
in  an  emergency,  the  consequences  of  paying  for  medical  care  on  an 
individual  and  fee-for-service  basis  are  generally  the  same — hesitance 
and  reluctance  to  seek  medical  advice  in  the  early  stages  of  iUness 
when  it  can  be  most  useful,  inroads  into  family  resources,  a  strain 
on  family  Hving  standards,  and  a  mortgage  on  the  family's  future 
earnings.     In  poor  areas  it  means  fewer  doctors  and  fewer  hospitals, 
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since  local  funds  are  often  too  meager  to  finance  and  support  hospitals, 
and  doctors  are  unable  or  reluctant  to  practice  in  areas  where  remuner- 
ation is  low  and  diagnostic  and  treatment  facilities  are  inadequate. 

It  was  to  avoid  such  consequences  that  plans  for  prepaying  hospital 
and  medical  costs  were  devised.  An  insurance  plan  to  pay  for  hos- 
pital care  for  merchant  seamen  was  estabhshed  by  Congress  as  long 
ago  as  1798.  The  modern  use  of  the  insurance  approach  to  the 
problem  of  medical  care  costs  originated  in  this  country  in  the  need 
to  provide  medical  services  for  work-connected  injuries  to  people 
in  hazardous  industries  or  in  areas  remote  from  medical  facilities. 
In  time,  the  employees  affected,  chiefly  in  the  raihoad,  lumber- 
ing, and  mining  industries,  increased  their  contributions  to  finance 
medical  service  for  all  iUness  regardless  of  origin  and  to  cover  the 
illness  of  dependents  as  weU.  Somewhat  later,  groups  of  physi- 
cians operating  private  clinics  undertook  to  furnish  medical  care  on 
a  prepayment  basis.  As  the  idea  spread,  it  was  taken  up  by  con- 
sumer-sponsored groups,  by  fraternal  organizations,  by  unions,  and 
by  State  and  county  medical  societies.  In  June  1948  about  28  miUion 
persons  were  members  of  voluntary  prepayment  hospital  service  plans. 
Nearly  10  million  persons,  including  many  with  prepaid  hospital  cover- 
age, were  protected  against  the  cost  of  some  or  most  of  their  medical 
care  through  voluntary  prepayment  medical  care  plans.  About  15 
miUion  persons,  including  dependents,  were  covered  for  part  of  their 
hospital  expenses  through  group  contracts  written  by  commercial 
insurance  companies.  Almost  as  large  a  number,  about  12  million, 
were  insured  for  surgical  expenses  through  group  commercial  insurance 
contracts.  An  unknown  number  of  persons  have  some  indemnity 
insurance  against  medical  costs  through  individually  purchased 
accident  and  health  insurance  pohcies. 

The  voluntary  prepayment  plans  have  been  useful  in  demonstrating 
the  feasibility  of  the  insurance  approach  to  medical  care  costs.  They 
have  developed  a  body  of  experience  in  the  administration  of  such 
plans.  They  have  accustomed  millions  of  Americans  to  the  idea  of 
meeting  medical  care  costs  not  on  an  emergency  basis  but  through 
periodic  budgeting.  They  have  acquainted  large  number  of  persons 
with  the  value  of  having  access  to  medical  service  as  needed,  without 
the  barrier  interposed  by  cost.  In  plans  with  employer  participa- 
tion, they  have  reduced  the  financial  burden  which  illness  throws 
on  low  income  families. 

Voluntary  plans,  however,  have  not  met,  and  they  do  not  promise 
to  meet  in  the  foreseeable  future,  the  needs  of  the  American  people. 
The  groups  least  able  to  purchase  medical  care  in  the  existing  market 
are  likely  to  be  the  last  to  be  reached,  if  ever,  by  voluntary  plans.  To 
bring  them  protection,  a  national  health  insurance  plan  is  needed. 
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The  voluntary  plans,  furthermore,  offer  only  partial  protection  in  the 
great  majority  of  cases,  being  limited  either  to  hospital  care  up  to  a 
maximum  number  of  days  per  year,  or  to  specified  surgical  services  in 
hospitalized  cases.  They  do  not  adjust  contributions  to  income  and 
are  relatively  costly.  The  voluntary  insurance  plans  have  achieved 
their  present  coverage  in  large  measure  by  keeping  the  premiums  down 
through  provision  of  only  partial  and  Hmited  benefits. 

A  national  health  insurance  plan  would  bring  comprehensive 
medical  care  within  the  reach  of  every  American,  encourage  increases 
in  medical  personnel  and  facilities  and  their  availabihty  in  areas  now 
inadequately  served,  and  provide  continuity  of  insurance  protection 
to  persons  moving  from  job  to  job  or  from  one  area  to  another. 

Health  insurance  is  not  a  public  salaried  medical  service,  and  is  not, 
therefore,  "socialized  medicine"  in  the  customary  and  proper  sense  of 
this  phrase.  It  makes  use  of  the  existing  system  of  private  competi- 
tive practice.  The  significant  change  from  present  arrangements  is 
the  substitution  of  payment  from  an  insurance  fund  for  individual 
payment  by  patient  to  doctor.  The  patient  remains  free  to  select  the 
doctor  of  his  choice,  and  the  doctor  retains  his  freedom  to  accept  or 
reject  patients.  Doctors  are  free  to  choose  the  method  by  which 
payments  are  made  to  them  from  the  insurance  fund.  Hospitals  re- 
main under  their  customary  ownership,  control,  and  management,  as 
when  they  make  contracts  with  voluntary  insurance  plans  to  be 
reimbursed  for  services  to  insm^ed  persons.  In  its  administration, 
health  insurance  can  and  should  be  highly  decentralized,  adapted  to 
local  needs  and  conditions.  Subject  to  national  standards,  State  and 
local  agencies  would  participate  in  the  administration  of  the  programs. 
Maximum  utilization  would  be  made  of  existing  facilities  and  person- 
nel, and  arrangements  could  be  made  with  private  groups  and  organi- 
zations to  provide  services  to  insured  persons. 

Such  a  national  health  insurance  program  need  not  increase  the 
Nation's  present  medical  bill,  currently  running  about  4  to  5  percent 
of  the  national  income.  It  would  promote  the  more  effective  use  of 
this  expenditure,  would  distribute  each  year's  cost  over  the  whole 
population  instead  of  permitting  it  to  faU  only  on  those  who  suffer 
iUness,  and  encom-age  a  more  adequate  supply  and  a  better  distribu- 
tion of  medical  personnel  and  facilities.  In  conjunction  with  pro- 
posals looking  toward  the  construction  of  additional  hospitals  and 
related  facihties,  expansion  of  public  health  and  maternal  and  child 
health  services,  governmental  aid  for  medical  education  and  research, 
and  protection  through  insiu-ance  against  the  loss  of  wages  from  sick- 
ness and  disability,  it  should  enable  the  country  to  move  forward  with 
accelerated  speed  toward  the  conquest  of  illness  and  alleviation  of 
its  social  and  economic  consequences. 
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Old-Age  and  Survivors  Insurance 

In  1947,  more  persons  worked  in  employment  covered  by  old-age  and 
survivors  insurance  and  total  and  average  taxable  wages  were  larger 
than  in  any  previous  year.  Approximately  42 .5  million  living  workers 
were  insured  on  January  1,  1948.  Of  these  individuals,  11.6  million 
were  permanently  fully  insured;  they  will  remain  insured  throughout 
their  hfetime  even  without  additional  covered  employment.  By  the 
end  of  the  fiscal  year,  2,163,000  beneficiaries  were  receiving  monthly 
payments.  Monthly  benefits  and  lump-sum  payments  certified  in  the 
fiscal  year  reached  the  record  total  of  $531  milhon.  At  the  beginning 
of  June  1948,  however,  because  of  the  limited  coverage  of  the  program, 
some  25  miUion  persons  out  of  an  employed  civilian  labor  force  of 
more  than  61  milhon  were  in  jobs  bhat  provided  no  credits  toward 
benefits  under  the  program. 

OLD-AGE  AND  SURVIVORS  INSURANCE  IN  1947-48 
Legislation  in  1947-48 

During  the  fiscal  year,  four  laws  relating  to  the  program  were  en- 
acted by  Congress  and  two  reports  were  made  by  the  Advisory  Council 
on  Social  Security  appointed  by  the  Senate  Finance  Committee.  The 
Social  Security  Administration  furnished  technical  services  and 
information,  upon  request,  both  to  the  congressional  committees 
considering  social  security  legislation  and  to  the  Advisory  Council. 

In  August  1947,  Congress  enacted  Public  Law  379,  which  continues 
the  contribution  rates  under  the  Federal  Insurance  Contributions  Act 
at  1  percent  each  for  employers  and  employees  for  the  calendar  years 
1948  and  1949,  and  fixes  the  rate  at  1^  percent  each  for  the  years  1950 
and  1951  and  2  percent  each  thereafter. 

Under  the  1939  amendments,  services  performed  by  individuals 
under  age  18  m  the  dehvery  or  distribution  of  newspapers  or  shopping 
news  were  specifically  excluded  from  old-age  and  survivors  msurance 
coverage.  The  coverage  of  other  individuals  engaged  in  the  sale  and 
distribution  of  newspapers  depended  on  whether  such  individuals  were 
employees.  News  vendors,  generally,  were  held  by  the  courts  and 
administrative  agencies  to  be  employees  of  the  pubhshers.  On  April 
20,  1948,  however.  Congress  passed  Pubhc  Law  492,  which  excludes 
services  in  the  retail  sale  or  house-to-house  delivery  of  newspapers  and 
magazines  without  regard  to  the  age  of  the  individual  vendor,  pro- 
vided his  compensation  consists  in  whole  or  in  part  of  the  difference 
between  the  purchase  and  the  sale  price  of  his  stock.  The  law  specifi- 
cally provides  that  the  receipt  of  a  guaranteed  minimum  compensation 
or  the  right  to  receive  a  refund  for  unsold  newspapers  or  periodicals— 
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two  factors  usually  considered  relevant  to  determining  whether  or  not 
an  employer-employee  relationship  exists — shall  not  affect  the  ex- 
clusion. The  amendment  also  provides  that  wage  credits  which  had 
been  reported  to  the  Bureau  of  Internal  Revenue  or  which  had  been 
posted  to  the  individual's  account  by  the  Social  Security  Adminis- 
tration with  respect  to  services  performed  before  April  20,  1948,  will 
remain  credited  to  the  individual's  account  for  benefit  purposes. 

Public  Law  642,  an  act  defining  the  term  ^'employee"  for  social  se- 
curity purposes,  was  passed  on  June  14,  1948.  This  law  amends  the 
Social  Security  Act  and  related  sections  of  the  Internal  Revenue 
Code  by  redefining  the  term  "employee"  in  the  law.  The  amended 
definition  excludes  from  coverage  under  the  law  any  individual  who, 
under  the  usual  common-law  rules  applicable  in  determining  the 
employer-employee  relationship,  has  the  status  of  an  independent 
contractor,  or  any  individual  (other  than  an  officer  of  a  corporation) 
who  is  not  an  employee  under  such  common-law  rules.  This  amend- 
ment is  to  have  the  same  effect  as  though  it  had  been  included  in  the 
Social  Security  Act  of  1935.  However,  wage  credits  which  have  been 
reported  to  the  Bureau  of  Internal  Revenue  with  respect  to  service 
performed  by  persons  who  may  not  have  been  employees  und«r  the 
usual  common-law  rules  wUl  not  be  disturbed.  The  law  also  provides 
that  its  enactment  shall  not  have  the  effect  of  voiding  wage  credits 
with  respect  to  services  performed  before  October  1,  1948,  in  the  case 
of  persons  who  attained  age  65  or  died  before  that  date  and  who,  be- 
fore the  effective  date  of  the  law,  had  wage  credits  that  would  not  have 
been  established  if  the  amended  definition  had  been  in  effect  on  the 
date  the  Social  Security  Act  became  law.  Under  the  amended  pro- 
visions, the  Federal  Security  Administrator  is  required  to  submit  to 
Congress  estimates  of  the  total  amount  of  benefits,  both  those  paid 
and  those  to  be  paid  under  title  II,  that  would  not  have  been  paid 
had  the  original  law  defined  the  scope  of  its  coverage  in  terms  of  the 
usual  common-law  rules.  An  appropriation  from  general  revenues  to 
the  trust  fund  in  the  amount  of  these  estimates  is  authorized. 

Certain  provisions  of  Public  Law  744,  a  law  passed  on  June  23,  1948, 
that  amended  the  Railroad  Retirement  and  Railroad  Unemployment 
Insurance  Acts,  are  of  significance  to  old-age  and  survivors  insurance 
in  view  of  the  coordination  of  survivor  benefits  und.er  the  two  pro- 
grams. One  section  of  the  new  law  provides,  in  effect,  that  when  a 
worker  has  made  contributions  under  the  raUroad  retirement  program, 
total  payments  to  his  survivors  wUl  never  be  less  than  an  amount 
equal  to  such  contributions  plus  an  allowance  in  lieu  of  interest. 
Thus  the  new  law  represents  a  reversion  to  the  principle  of  return  of 
contributions,  as  distinguished  from  the  principle  of  social  adequacy 
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incorporated  in  both  the  1939  amendments  to  the  Social  Security  Act 
and  the  1946  amendments  to  the  Railroad  Retirement  Act. 

Under  the  new  law  it  is  possible  for  a  survivor  to  get  benefits  under 
both  the  railroad  retirement  and  old-age  and  survivors  insurance  pro- 
grams. If  a  survivor  is  eligible  to  receive  a  deferred  benefit  at  age  65 
based  on  both  railroad  retirement  and  old-age  and  survivors  insurance 
wages,  he  may  elect  to  receive,  instead,  the  new  return-of-contribution 
lump  sum.  In  addition,  he  will  receive  a  deferred  benefit  based  on 
old-age  and  survivors  insurance  wages  only,  if  such  wages  are  sufficient 
to  qualify  him.  Previously,  under  the  1946  amendments  to  the  Rail- 
road Retirement  Act,  wage  credits  under  the  two  programs  were 
combined  in  all  survivorship  cases,  and  benefits  were  payable  under 
only  one  of  the  two  programs. 

Pursuant  to  Senate  Resolution  141,  the  Senate  Finance  Committee 
in  September  1947  appointed  an  Advisory  Council  on  Social  Security, 
composed  of  17  prominent  citizens  from  various  walks  of  life  and 
representing  different  parts  of  the  country.  The  Council  was  author- 
ized and  directed  to  make  a  full  and  complete  investigation  of  old-age 
and  survivors  insurance  and  all  other  aspects  of  the  existing  social 
security  program,  particularly  with  respect  to  coverage,  benefits,  and 
taxes.  The  Council's  report  on  old-age  and  survivors  insurance  was 
submitted  to  the  Senate  Finance  Committee  on  April  8.  It  recom- 
mended extension  of  coverage  to  the  major  groups  now  excluded,  and 
modification  of  the  program's  ehgibility,  benefit,  and  financing  pro- 
visions. On  May  8,  the  Council  submitted  a  report  recommending 
that  old-age  and  survivors  insurance  be  expanded  to  provide  insurance 
benefits  in  cases  of  permanent  and  total  disability. 

Applicants  for  Account  Numbers 

There  were  2,728,000  accomit-number  applications  received  in  the 
calendar  year  1947,  the  smallest  annual  number  on  record.  Applica- 
tions declined  almost  10  percent  from  the  1946  level  and  were  about 
two-thirds  below  the  wartime  peak  reached  in  1942.  As  a  result  of 
the  gradual  reduction  of  the  reserve  of  adults  to  whom  accoimt  num- 
bers have  not  already  been  issued,  boys  and  girls  under  age  20  have 
formed  a  steadily  increasing  proportion  of  all  applicants.  They  rep- 
resented nearly  three-fifths  of  all  account  numbers  issued  in  1947, 
the  largest  proportion  in  any  year. 

By  the  end  of  1947,  a  total  of  89.6  milhon  social  security  accounts 
had  been  estabhshed,  and  wage  credits  had  been  posted  to  roughly 
82  million  of  these  accounts. 
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Workers  and  Their  Wage  Credits 

By  January  1,  1948,  a  total  of  76.9  million  living  workers  had 
earned  wage  credits  under  old-age  and  survivors  insurance,  of  whom 
approximately  3.0  million  were  aged  65  and  over. 

The  total  number  of  workers  employed  in  covered  jobs  at  some 
time  during  1947  (estimated  at  49.2  mijlion),  the  total  amount  of 
wage  credits  they  earned  during  the  year  ($76.7  billion),  and  the 
average  annual  wage  credits  per  worker  ($1,559),  were  all  larger  than 
in  any  previous  year.  The  2.7  million  persons  who  received  their 
first  wage  credits  in  1947,  on  the  contrary,  represented  a  smaller 
number  of  new  entrants  than  in  any  other  year.  As  compared  with 
1946,  these  preliminary  estimates  for  1947  show  increases  of  0.2 
percent  in  the  total  number  of  workers  in  covered  jobs,  12.6  percent 
in  total  wage  credits,  and  12.4  percent  in  average  wage  credits  per 
worker.  The  number  of  new  entrants  to  covered  employment  de- 
creased 13.5  percent." 

Insurance  Status 

By  the  beginning  of  1948  an  estimated  36.8  million  hving  persons 
were  fully  insured  under  the  program.  Among  them  were  11.6 
million  who  were  permanently  fully  insured;  they  had  acquired 
sufficient  quarters  of  coverage  to  remain  fully  insured  throughout 
their  lifetime  without  further  covered  employment.  Approximately 
1.8  million  of  these  permanently  insured  workers  were  aged  65  or 
over,  and  of  this  number  875,000  were  currently  receiving  benefits. 
Most  of  the  940,000  not  receiving  benefits  were  still  working  in  cov- 
ered employment. 

In  addition  to  the  36.8  million  who  were  fully  insured,  5.7  million 
workers  were  currently  but  not  fully  insured  on  January  1,  1948. 
Thus,  of  all  living  persons  who  had  worked  in  covered  employment 
at  some  time  during  1937-47,  55.3  percent  were  insured  at  the  be- 
ginning of  1948.  The  corresponding  figure  for  January  1,  1947, 
was  55.6  percent.  From  January  1,  1947,  to  January  1,  1948,  the 
number  of  permanently  insured  living  workers  increased  35  percent, 
the  number  fully  but  not  permanently  insured  decreased  6  percent, 
the  number  only  currently  insured  decreased  11  percent,  and  the  num- 
ber uninsured  increased  3  percent. 

The  majority  of  the  persons  who  had  some  wage  credits  but  were 
not  insured  had  worked  in  covered  employment  in  too  few  calendar 
quarters  to  gain  insurance  protection.  The  cumulative  amount  of 
taxable  wages  these  uninsured  workers  had  received  was  comparatively 
small.     On  January  1,   1947,  the  average  per  capita  wage  credits 
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accumulated  by  living  uninsured  workers  during  the  preceding  10 
years  was  $1,081,  in  comparison  with  $10,994  for  workers  fully  insured 
at  that  date  and  $4,914  for  those  only  currently  insured. 

Beneficiaries  and  Their  Benefits 

The  292,000  primary  benefits  awarded  to  aged  workers  during  the 
fiscal  year  1948  was  a  record  number,  representing  almost  one-half 
of  all  monthly  benefits  awarded  in  that  period  and  20  percent  more 
than  the  number  awarded  in  the  1947  fiscal  year.  This  increase  is 
partly  attributable  to  the  discontinuance  of  the  "inactive  freeze"  pro- 
cedure. Under  this  emergency  procedure,  claims  filed  by  insured 
workers  still  in  covered  employment  were  not  developed  by  the  field 
office  until  the  claimant  had  stopped  work.  Since  an  award  is  not 
recorded  until  adjudication  is  completed,  these  cases  were  not  included 
in  award  totals.  After  the  discontinuance  of  the  inactive-freeze  pro- 
cedure, however,  all  claims  received  were  completely  processed  and 
recorded  as  awards.  Increases  in  the  number  of  the  other  types  of 
monthly  benefits  awarded  ranged  from  2  percent  for  widow's  current 
and  parent's  benefits  to  21  percent  for  aged  widow's  benefits.  In  all, 
609,000  monthly  benefit  awards  were  made  during  the  1948  fiscal 
year,  a  12-percent  increase  over  the  previous  record  total  in  the  fiscal 
year  1946. 

The  number  of  persons  receiving  monthly  benefits  increased  steadily 
throughout  the  year,  from  1.8  million  on  June  30,  1947,  to  2.2  million 
on  June  30,  1948;  the  monthly  amounts  payable  to  these  beneficiaries 
increased  from  $35.1  million  to  $42.4  milhon.  Persons  aged  65  or 
over  comprised  67.7  percent  of  the  total  number  receiving  benefits 
at  the  end  of  the  fiscal  year,  as  against  65.4  percent  on  June  30,  1947. 

By  June  30,  1948,  one  or  more  persons  in  1.5  million  different 
families  were  receiving  monthly  benefits.  Retired  worker  families 
made  up  66  percent  of  the  total  at  the  end  of  the  fiscal  year  and  sur- 
vivor families,  34  percent.  The  average  benefit  being  paid  at  the 
end  of  the  fiscal  year  to  a  retired  worker  with  no  dependents  receiving 
benefits  was  $25.60  for  men  and  $20.00  for  women.  For  a  retired 
worker  and  his  wife  the  average  was  $39.90.  For  survivor  families, 
the  average  benefit  being  paid  to  aged  widows  was  $20.50;  for  a 
family  consisting  of  a  widowed  mother  and  one  child,  both  receiving 
benefits,  it  was  $35.90. 

Monthly  benefits  certified  to  the  Treasury  Department  for  payment 
totaled  $499  million  in  1947-48,  a  23-percent  increase  over  the  1946- 
47  amount;  the  $31  million  certified  for  lump-sum  payments  rep- 
resented a  10-percent  increase.  These  amounts  included  $2.3  million 
certified  for  monthly  survivor  benefits  and  $1.2  million  for  lump  sums 
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Chart   6. — Average    monthly   old-age    and  survivors    insurance   benefits  in 
current -payment  status,  by  type  of  family,  June  30,  1948 
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payable  to  the  survivors  of  World  War  II  veterans  under  section 
210  of  the  Social  Security  Act.  These  benefits  would  not  have  been 
payable  if  special  provision  had  not  been  made  under  the  1946  amend- 
ments for  guaranteeing  protection  to  the  survivors  of  a  veteran  who 
died  within  3  years  following  his  discharge  from  military  service. 
During  this  interim  period  the  veteran  has  an  opportunity  to  gain 
or  regain  insured  status  on  the  basis  of  his  covered  civilian  employment. 

Although  the  194,000  deceased  wage  earners  represented  for  the 
first  time  in  lump-sum  payments  in  the  fiscal  year  constituted  a 
record  high,  only  108  separate  claims  for  lump  sums  were  paid  for 
every  100  such  deceased  wage  earners,  in  contrast  to  138  during  the 
1946  fiscal  year.  The  decrease  in  the  average  number  of  payments  per 
wage  earner  is  due  to  the  elimination,  under  the  1946  amendments,  of 
payments  in  certain  cases.  Effective  with  deaths  occurring  after 
1946,  lump-sum  pajrments  cannot  be  made  to  a  spouse  who  was  not 
living  with  the  wage  earner  at  the  time  of  his  death,  or  to  children  or 
parents,  except  as  reimbursement  for  burial  expenses. 

During  the  1948  fiscal  year,  benefits  were  awarded  under  old-age  and 
survivors  insurance  to  survivors  of  approximately  11,500  workers  who 
had  credits  under  both  the  old-age  and  survivors  insurance  and  the 
raHroad  retirement  systems.  In  addition,  survivors  of  approximately 
1,700  workers  had  their  benefits  recomputed  to  include  railroad  earn- 
ings of  the  deceased  wage  earner. 


84  Annual  Report,  Federal  Security  Agency,  1948 

Appeals 

During  the  fiscal  year,  2,045  requests  for  hearings  were  filed;  these 
requests  voiced  appeals  from  administrative  decisions  concerning  eligi- 
bility for  benefits,  benefit  amounts,  suspension  of  benefit  payments,  or 
amounts  of  wage  records.  In  addition,  391  appeals  were  carried  over 
from  the  preceding  year.  Hearings  were  completed  in  1,923  appealed 
cases  during  the  year,  and  the  referees  disposed  of  1,878  cases,  includ- 
ing some  heard  previously.  Approximately  one-fifth  of  these  decisions 
modified,  in  the  claimants'  favor,  the  original  determinations  of  the 
Bureau  of  Old-Age  and  Survivors  Insurance.  At  the  close  of  the  fiscal 
year,  22  civil  actions  concerning  claims  were  pending  in  the  courts; 
6  of  the  11  such  cases  decided  during  the  year  upheld  the  Adminis- 
tration's position.  Of  the  46  court  decisions  that  have  been  rendered 
since  the  appeals  provisions  of  the  1939  amendments  went  into  effect, 
33  upheld  the  Administration's  action. 

Administrative  Developments 

In  the  light  of  Public  Law  642  (see  page  79)  the  Social  Security 
Administration  is  reexamining  its  policies  and  procedures  that  concern 
determinations  of  employer-employee  relationship.  The  procedures 
will  cover  the  correction  of  wage  earners'  accounts  in  certain  groups  of 
cases,  and  material  is  being  compiled  for  the  required  report  on  benefits 
paid  before  and  after  the  passage  of  this  legislation.  Negotiations  are 
being  conducted  with  the  Bureau  of  Internal  Revenue  to  prevent  the 
making  of  conflicting  coverage  determinations. 

To  effectuate  the  Supreme  Court  decision  in  Nierotko  v.  Social 
Security  Board,  which  held  that  back  pay  awarded  by  the  National 
Labor  Relations  Board  is  wages  and  must  be  allocated  and  credited 
to  the  period  in  which  it  legally  should  have  been  paid,  the  Bureau  of 
Old-Age  and  Survivors  Insurance  examined,  with  the  permission  of 
the  National  Labor  Relations  Board,  the  records  of  that  organization 
concerning  awards  made  from  1937  to  1941,  inclusive,  to  obtain  nec- 
essary wage  data  for  correction  of  the  wage  records  of  the  workers 
concerned. 

During  the  past  year,  digests  of  approximately  450  selected  rulings 
of  the  Office  of  the  General  Counsel  and  the  Bureau  of  Old-Age  and 
Survivors  Insurance  and  decisions  of  the  Appeals  Council  and  the 
courts  were  printed  and  distributed. 

Public  Law  744  (see  page  79)  creates,  in  section  2,  a  new  area  in 
which  information  regarding  specific  cases  must  be  exchanged  between 
the  Bureau  of  Old-Age  and  Survivors  Insurance  and  the  Railroad 
Retirement  Board.  It  also  creates  variations  in  entitlement  that 
affect  administrative  handling.     The  Bureau  is  cooperating  with  the 
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Railroad  Retirement  Board  in  setting  up  procedures  that  will  be 
administratively  practical  and  generally  equitable. 

The  benefit  rights,  at  age  65,  of  certain  survivor  beneficiaries  under 
the  railroad  program  will  no  longer  be  determined  by  the  Railroad 
Retirement  Board  but  come  under  the  old-age  and  survivors  insurance 
program  and  within  its  administrative  framework.  Also,  the  eligi- 
bility or  benefit  rates  of  some  old-age  and  survivors  insurance  bene- 
ficiaries at  age  65  will  be  affected  by  the  removal  of  railroad  compensa- 
tion from  the  wage  record  on  which  their  benefits  are  based.  There 
will  be  cases  in  which  three  different  adjudications  will  be  made  by  the 
two  agencies:  a  survivor's  current  monthly  benefit  or  a  lump  sum  (by 
either  of  the  two);  a  residual  payment  (by  the  Railroad  Retirement 
Board);  and  an  aged  survivor's  monthly  benefit  (by  the  Bureau  of 
Old-Age  and  Survivors  Insurance). 

The  Raihoad  Retirement  Board  may  want  considerable  informa- 
tion from  the  Bureau's  records  concerning  particular  cases  to  enable 
the  Board  to  seek  out  potential  claimants  and  advise  ttiose  who,  in 
order  to  receive  the  residual  payment,  must  irrevocably  waive  some 
future  rights.  In  deciding  whether  a  residual  payment  is  allowable 
and  computing  the  amount  of  the  residual  payment,  that  Board  wiU 
have  to  obtain  information  on  the  amounts  previously  paid  by  the 
Bureau  of  Old-Age  and  Survivors  Insurance  in  a  specific  case. 

The  facilities  of  the  United  States  Foreign  Service  have  been  made 
available  for  handling  the  applications  of  claimants  for  old-age  and 
survivors  insurance  benefits  residing  in  foreign  countries.  Under 
arrangements  made  with  the  State  Department,  the  filing  date  for 
applications  or  written  requests  is  fixed  as  of  the  time  they  are  received 
in  a  United  States  Foreign  Service  Office.  Heretofore,  the  date  that 
such  applications  were  received  in  an  office  of  the  Bureau  was  beld  to 
be  the  filing  date. 

Administrative  Costs 

The  total  cost  of  administering  the  old-age  and  survivors  insurance 
program  during  the  fiscal  year  1948  amounted  to  2.9  percent  of  the 
contributions  received  during  the  year,  while  it  represented  9.3  per- 
cent of  benefit  payments.  This  total  included  costs  incurred  by  the 
Bureau  of  Old- Age  and  Survivors  Insurance  as  well  as  all  administra- 
tive costs  incurred  by  the  Treasury  Department,  the  Social  Security 
Administration,  and  the  Federal  Security  Agency  which  were  directly 
attributable  to  the  program.  The  total  also  included  the  costs 
incurred  by  the  Treasury  Department  in  collecting  contributions  under 
the  Federal  Insurance  Contributions  Act,  managing  the  trust  fund, 
and  issuing  benefit  checks. 
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The  administrative  costs  attributable  to  the  Bureau  have  declined 
from  2.6  percent  of  contributions  collected  in  the  fiscal  year  1941  to 
2.1  percent  in  1948.  These  costs  include  administration  of  6  area 
oflaces,  475  field  offices,  1  branch  office,  2,317  itinerant  stations,  and 
16  detached  official  stations,  as  well  as  the  central  offices  of  the  Bureau 
in  Baltimore.  A  major  portion  of  the  Bureau's  administrative  costs 
relate  to  the  maintenance  of  centralized  wage  records  of  the  89.6 
million  accounts  established  as  of  January  1,  1948.  While  many  of 
these  wage  records  are  basic  documents  to  support  current  claims  for 
insurance  benefits,  most  of  the  wage  records  will  be  used  to  support 
future  claims.  Hence,  a  portion  of  the  current  administrative  costs 
might  be  considered  as  chargeable  against  future  years. 

Financing  the  Program 

The  Social  Security  Act  Amendments  of  1947,  approved  August  6, 
1947,  froze  the  contribution  rate  payable  on  taxable  wages  by  workers 
and  employers  at  1  percent  each  during  1948  and  1949  and  raised  the 
rate  to  1}^  percent  each  for  1950  and  1951  and  to  2  percent  for  1952 
and  thereafter. 

Assets  of  the  Federal  old-age  and  siu-vivors  insurance  trust  fund 
increased  by  $1,248  million  during  the  fiscal  year  1948  and  by  the  end 
of  June  totaled  $10,047  million.  Contributions  from  employees  and 
employers  during  the  fiscal  year  amounted  to  $1,616  million,  almost 
11  percent  more  than  the  previous  record  amount  collected  during  the 
1947  fiscal  year.  Additional  appropriations  from  the  general  fund  of 
the  Treasury  to  the  trust  fund  for  salaries  and  other  expenses  through 
June  1948  resulting  from  administering  the  payment  of  benefits  to 
survivors  of  certain  World  War  II  veterans,  as  provided  under  section 
210  of  the  Social  Security  Act,  totaled  $1.1  milhon.  Interest  received 
on  investments  amounted  to  $191  million.  Expenditures  for  benefits 
increased  steadily  throughout  the  year  and  totaled  $512  million,  20 
percent  more  than  in  the  preceding  fiscal  year.  Administrative  ex- 
penses amounted  to  $47  million. 

In  June  1948,  Congress  authorized  (PubHc  Law  646,  80th  Cong.,  2d 
sess.)  the  transfer  of  almost  $3.0  miffion  from  the  general  fimds 
of  the  Treasury  to  the  trust  fund  for  additional  benefits  paid  in  the 
fiscal  year  1947  under  section  210  to  survivors  of  certain  World  War  II 
veterans  and  of  $0.3  million  for  administering  the  payment  of  benefits 
under  that  section  during  the  fiscal  year  1949.  These  appropriations, 
however,  are  not  reflected  in  the  trust  fund  figures  for  June  30,  1948. 
In  the  fiscal  year  1948,  additional  benefit  payments  certified  imder 
section  210  totaled  $3.5  miUion,  and  discussions  are  imder  way  with 
the  Bureau  of  the  Budget  concerning  an  appropriation  to  the  trust  fund 
for  these  payments. 
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During  the  latter  months  of  1947,  increased  offerings  of  Government 
bonds  in  the  market  forced  the  price  of  the  bonds  slowly  downward. 
As  a  result,  the  Treasury  Department  purchased  for  the  old-age  and 
survivors  insurance  trust  fund,  as  well  as  for  other  trust  funds,  Govern- 
ment securities  in  the  open  market  in  order  to  support  Federal  bond 
prices.  It  was  the  first  time  in  the  history  of  its  investment  operations 
that  the  trust  fund  acquired  Government  securities  in  this  manner; 
the  first  such  purchase  was  made  during  November  1947.  Hitherto, 
trust  fund  investments  in  regular  Treasury  bonds  had  been  limited  to 
acquisition  at  the  time  they  were  offered  to  the  public. 

All  the  Treasury  bonds  acquired  during  the  fiscal  year — $585 
million  at  2%  percent  and  $4  million  at  2%  percent — were  purchased 
at  a  premium  in  the  open  market.  The  corresponding  par  value  of 
these  purchases  is  approximately  $583  million.  The  books  of  the 
Treasury  Department  carry  the  asset  value  of  these  bonds  as  their 
principal  cost — i.  e.,  the  gross  purchase  price  less  the  amount  paid  for 
accrued  interest — at  the  time  of  acquisition.  The  interest  rate  on  all 
special  certificates  of  indebtedness  acquired  during  the  last  3  quarters 
of  the  fiscal  year  increased  to  2%  percent  as  compared  with  2  percent 
at  which  special  issues  were  acquired  in  the  preceding  fiscal  year  and 
the  first  quarter  of  the  current  year.  This  rise  reflects  the  increase  in 
the  average  interest  rate  on  the  interest-bearing  public  debt  of  the 
United  States. 

Holdings  of  2K  and  2}^  percent  regular  Treasury  bonds  totaled 
$2,228  million  at  the  end  of  the  fiscal  year,  36  percent  more  than  the 
amount  held  at  the  beginning  of  the  year.  Cash  balances  amounted  to 
$110  million.  The  remaining  $7,709  million  was  invested  in  2)^ 
percent  special  certificates  of  indebtedness. 

IMPROVING  THE  PROGRAM 

The  achievements  and  shortcomings  of  the  old-age  and  survivors 
insurance  program  have  been  considered  at  length  by  a  number  of 
ofl&cial  groups  during  the  past  year.  Alternative  methods  of  widening 
the  program  to  include  agricultural  and  domestic  employees  and  the 
self-employed  were  examined  by  the  Treasury  Department,  primarily 
in  the  light  of  its  experience  in  administering  the  program's  tax  pro- 
visions. The  Department  concluded  that  "On  the  basis  of  the  studies 
that  have  been  made,  it  appears  evident  that  administrative  considera- 
tions no  longer  constitute  a  barrier  to  expanded  coverage."  The 
Advisory  Council  on  Social  Security,  appointed  by  the  Senate  Com- 
mittee on  Finance  in  September  1947,  examined  the  program  in  the 
light  of  the  needs  of  the  noncovered  groups  and  the  ability  of  the  pro- 
gram to  meet  these  needs.     As  a  result  of  these  studies  the  Council 
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made  a  number  of  recommendations  for  extending  and  improving  the 
program.  The  House  Committee  on  Ways  and  Means  also  examined 
certain  phases  of  the  program,  among  them  the  extension  of  coverage. 
The  reports  of  the  investigations  of  these  groups  indicate,  as  have  the 
studies  made  by  the  Social  Security  Administration,  that  the  program 
should  be  substantially  amended  if  it  is  to  supply  an  adequate  measure 
of  security  for  the  American  people.  The  following  major  amendments 
are  suggested  by  the  Social  Security  Administration. 

(1)  Extension  of  coverage  to  the  principal  types  of  employment  not 
now  covered,  namely  self-employment,  agricultural  and  domestic 
service,  employment  for  the  Federal  Government — both  civilian  and 
military — and  for  State  and  local  governments,  employment  for  rail- 
roads and  for  nonprofit  religious,  charitable,  and  educational  organiza- 
tions. This  extension  would  result  in  an  increase  in  the  number  of 
persons  who  could  qualify  for  benefits  and  would  make  possible  a 
closer  relationship  between  benefits  and  the  person's  actual  earnings. 
In  addition,  it  would  have  the  desirable  effect  of  reducing  the  number 
who,  under  present  conditions,  make  some  contributions  to  the  pro- 
gram but  do  not  acquire  insured  status, 

(2)  More  adequate  benefits,  including  revision  of  the  benefit 
formula  and  the  retirement  test,  reduction  of  the  age  of  eligibility  for 
women  from  65  to  60,  and  adjustment  of  the  requirements  for  insured 
status  and  the  method  of  computing  average  wages. 

(3)  Addition  of  insurance  against  disability.  Provision  for  protec- 
tion against  this  hazard  would  greatly  increase  the  value  of  the 
program,  since  disability  is  an  important  cause  of  insecurity.  If 
such  protection  were  provided,  it  also  would  be  feasible  to  ''freeze" 
the  disabled  worker's  status  under  the  program  and  thus  to  prevent 
periods  of  extended  disability  from  reducing  or  destroying  his  protec- 
tion under  the  survivor  and  retirement  provisions. 

These  suggestions  and  related  recommended  changes  are  discussed 
in  the  following  sections. 

Extension  of  Coverage 

The  old-age  and  survivors  insm-ance  program  has  aheady  attained  a 
significant  place  in  the  economic  and  social  hfe  of  the  Nation.  Largely 
because  of  the  limited  coverage  of  the  program,  however,  its  signifi- 
cance is  not  as  great  as  it  could  be.  Of  76.9  milhon  living  persons  with 
wage  credits  at  the  beginning  of  1948,  34.4  million,  or  about  45 
percent,  were  neither  fuUy  nor  currently  insured. 

Of  the  42.5  miUion  individuals  who  had  insured  status  at  the  begin- 
ning of  1948,  11.6  miUion  were  permanently  insured.  Regardless  of 
their  future  employment,  these  workers  wiU  be  eUgible  for  retirement 
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benefits  at  or  after  age  65;  and  in  the  event  of  death,  their  survivors 
will  qualify  for  monthly  benefits  or  lump-sum  payments.  Even  for 
these  workers,  however,  shifts  between  covered  and  noncovered 
employment  have  disadvantages.  Any  time  spent  in  noncovered 
employment  will  result  in  a  reduction  of  their  "average  monthly 
wage"  and,  consequently,  of  the  amounts  payable  when  they  or  their 
families  become  ehgible  for  benefits.  For  the  30.9  million  persons 
who  were  insured  at  the  beginning  of  1948  but  who  had  not  acquired 
permanently  insured  status,  leaving  covered  employment  not  only 
will  reduce  any  future  benefits  but  may  entirely  wipe  out  their 
rights  to  benefits  under  the  program  and  those  of  their  dependents  and 
survivors.  The  34.4  million  contributors  who  did  not  have  insured 
status  have  no  rights  to  benefits  at  present  even  though  they  have 
made  some  contributions  under  the  program. 

Not  only  do  individuals  and  their  families  suffer  but  society  as  a 
whole  is  affected  by  the  failure  of  old-age  and  survivors  insurance  to 
furnish  for  all  gainfully  employed  persons  a  fioor  of  protection  against 
the  hazards  of  old  age  and  premature  death.  The  present  program 
assumes  some  of  the  costs  which  would  otherwise  have  to  be  borne  by 

Chart   7.— Living   tvorkers   with   wage   credits   under   old-age   and   survivors 
insurance,  by  insurance  status  at  beginning  of  year,  1940-48 
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Chart  8. — Percentage  distribution  of  the  average  monthly  employed  labor 
force  in  1947,  by  covered  and  noncovered  employment  under  old-age  and 
survivors  insurance 
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public  assistance  out  of  funds  derived  from  general  taxation.  A 
program  of  full  coverage  would  assume  a  greater  proportion  of  these 
costs  and  would  be  particularly  valuable  to  agricultural  States,  whose 
pubhc  assistance  burdens,  under  limited  coverage,  are  comparatively 
heavy.  It  would  be  of  greater  help  than  the  hmited  program  in 
stabiUzing  the  economy  by  maintaining  piu-chasing  power,  particu- 
larly when  other  forces  tend  to  depress  business  activity.  It  would 
also  be  more  effective  than  the  limited  program  in  averting  family 
disorganization,  dehnquency,  and  loss  of  individual  self  respect. 

Considerations  of  cost  also  indicate  the  preferability  of  a  program 
of  full  coverage  over  the  present  limited  one.  While  the  former  would 
result  in  greater  amounts  paid  in  benefits  and  greater  expenses  of 
administration,  the  contributions  received  under  it  would  also  be 
greater.     When  both  expenditures  and  receipts  are  considered,  that  is, 
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when  costs  are  expressed  as  a  percentage  of  the  total  amounts  of  wages 
on  which  contributions  are  collected,  a  program  of  full  coverage  is  seen 
to  be  less  costly  than  a  program  of  limited  coverage. 

The  reasons  for  starting  with  a  program  of  limited  coverage  were 
stated  by  the  Committee  on  Economic  Security  when  the  original  act 
was  passed,  and  were  espoused,  in  general,  in  the  earlier  annual  reports 
of  the  Social  Security  Board.  To  ensure  the  success  of  a  vast  new 
program,  it  was  considered  safest  at  the  start  to  confine  coverage  to 
commerce  and  industry,  where  employers  were  accustomed  to  some 
type  of  wage  and  tax  reporting. 

But  these  reasons,  originally  quite  valid,  have  been  of  declining 
significance.  For  example,  many  individuals  have  found  it  necessary 
to  keep  operating  records  in  connection  with  the  lowered  income-tax 
exemptions,  farm-aid  programs,  wartime  rationing,  and  similar 
measures.  Of  even  more  significance  is  the  experience  acquired  by  the 
Social  Security  Administration  and  the  Treasury  Department  during 
12  years  of  administering  the  present  program.  Difficult  problems, 
many  of  which  were  first  envisaged  with  anxiety,  have  been  resolved, 
and  detailed  procedures  have  been  worked  out  and  tested.  Specialized 
machines  and  methods  have  been  devised  to  handle  large  volumes  of 
work  at  low  unit  costs.  Appropriate  plans  for  covering  each  of  the 
excluded  groups  have  been  developed,  and  there  is  every  reason  for 
confidence  that  an  expanded  program  can  now  be  undertaken  success- 
fully. 

Because  extension  of  the  system  to  noncovered  employment  would 
meet  the  needs  of  millions  of  individuals  for  protection  against  loss  of 
income  from  gainful  employment  and  would  better  enable  the  program 
to  attain  its  social  and  economic  objectives,  the  Social  Security 
Administration  recommends  that  coverage  should  be  extended  at  the 
earliest  possible  date  to  substantially  all  gainfully  occupied  persons. 

Special  considerations  involved  in  the  coverage  of  each  of  the 
excluded  groups  and  possible  methods  of  accomplishing  their  coverage 
are  summarized  in  the  following  paragraphs. 

Self -employment. — The  number  of  persons  working  as  self-employed 
farm  operators  at  some  time  during  the  year  rose  to  an  estimated 
total  of  6.4  million  in  1947.  The  number  of  urban  self-employed  rose 
to  7.7  million.  These  large  numbers  highlight  the  disadvantages  of 
excluding  the  self-employed  from  old-age  and  survivors  insurance 
coverage. 

The  most  widely  known  group  of  farm  operators — those  who 
operate  commercial  family  farms — represents  about  55  percent  of 
all  farm  operators.  The  gross  value  of  their  products,  including  goods 
consumed  in  their  own  homes,  ranges  from  $1,200  to  $20,000  a  year, 
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with  the  greatest  concentration  at  the  lower  end  of  the  range.  Usually, 
little  income  is  received  from  off-farm  work  and  the  farmer  does  not 
look  for  such  work.  The  work  on  the  farm  is  done  almost  entirely 
by  members  of  the  family.  Most  of  these  operators  have  the  same 
need  for  social  insurance  as  do  other  persons  with  low  to  moderate  in- 
comes. The  most  prosperous  group  of  farm  operators — those  whose 
farms  are  larger  than  commercial  family  farms  and  have  a  gross 
annual  value  of  products  of  $20,000  or  more — represents  only  about 
2  percent  of  the  total  number  of  farm  operators.  At  the  other  ex- 
treme is  a  group,  comprising  43  percent  of  all  farm  operators,  whose 
farms  produce  less  than  $1,200  worth  of  products  annually.  It 
includes  both  farmers  with  small  holdings,  who  do  not  have  much 
nonfarm  employment,  and  others  who  work  half-time  or  more  off  the 
farm.  For  many  of  these  farmers,  income  from  farming  is  a  minor 
part  of  total  income  and  is  substantially  supplemented  by  wages 
in  covered  employment  or  by  earnings  from  urban  businesses.  Many 
of  them  spend  some  time  in  covered  employment  and  as  a  result 
contribute  to  the  program.  At  present,  however,  their  farm  work 
does  not  count  either  in  establishing  insured  status  or  in  the  computa- 
tion of  the  benefit  amount;  expanded  coverage  would  enable  them  to 
acquire  benefit  rights  or  to  qualify  for  higher  benefits. 

Old-age  and  survivors  insurance  coverage  for  the  urban  self-em- 
ployed would  benefit  not  only  persons  who,  after  a  period  of  covered 
wage  employment  in  their  youth,  engage  permanently  in  urban  self- 
employment  but  also  those  who  are  intermittently  self-employed  for 
short  periods  and  ultimately  return  to  wage  employment.  Under 
the  present  limited  program,  members  of  the  former  group  either  lose 
the  insured  status  they  gained  from  their  covered  wages  or  retain 
eligibility  for  small  benefits  only.  The  members  of  the  latter  group 
are  essentially  wage  earners  whose  temporary  excursion  into  self- 
employment  has  the  effect  of  reducing  the  benefits  for  which  they 
might  qualify  under  old-age  and  survivors  insurance. 

Continued  cooperation  between  the  Treasury  Department  and  the 
Social  Security  Administration  during  the  past  year  has  made  further 
improvements  possible  in  the  plan  for  covering  the  self-employed 
that  was  suggested  in  last  year's  annual  report.  Under  that  plan, 
"net  income  from  self-employment"  would  be  derived  from  two 
schedules  of  the  Federal  income-tax  return — profit  (or  loss)  from 
business  or  profession  (Schedule  C)  and  income  from  partnerships 
(line  1  of  Schedule  E).  The  use  of  these  schedules  continues  to  be 
the  best  approach  to  coverage  of  the  self-employed,  but  it  will  also  be 
possible  to  have  these  schedules  include  dividends,  interest,  and 
royalties  derived  from  a  trade  or  business  and  rents  received  in  the 
operation  of  a  hotel  or  lodging  house  or  of  a  real  estate  dealer's  busi- 


Social  Security  Administration  93 

ness.  This  refinement  will  permit  the  full  coverage  of  many  genuinely 
self-employed  persons  who  would  not  be  covered  if  interest,  dividends, 
rents,  and  royalties  were  categorically  excluded  for  coverage  purposes 
from  self-employment  income. 

Under  the  present  program,  old-age  benefits  are  paid  only  if  the 
beneficiary  substantially  retires  from  employment,  on  the  principle 
that  limited  social  insurance  funds  can  be  used  to  best  advantage  if 
those  benefits  are  paid  only  to  persons  who  are  no  longer  self-support- 
ing through  their  wages.  The  self-employed  person  should  likewise 
not  receive  benefits  unless  he  has  substantially  retired  from  gainful 
activity.  While  retirement  often  is  more  difficult  to  determine  for 
the  self-employed  than  for  wage  workers,  several  feasible  tests  of  their 
retirement,  based  on  criteria  comparable  to  those  used  for  wage  work- 
ers, have  been  developed. 

The  Social  Secmity  Administration  opposes  the  proposal  that  the 
self-employed  be  included  under  the  program  on  a  voluntary  basis. 
Experience  with  voluntary  programs  reveals  that  an  elective  plan 
would  probably  cover  comparatively  few  people.  Under  the  British 
Voluntary  Contributors  Act  of  1937,  for  example,  only  an  estimated 
20  percent  of  those  eligible  actually  obtained  insurance  despite  the 
inducements  of  especially  low  premiums  for  initial  entrants  and  of 
substantial  governmental  subsidies.  A  voluntary  plan  for  independent 
agricultural  workers  in  France,  subsidized  only  to  the  extent  of  admin- 
istrative expenses,  resulted  in  insuring  only  about  4  percent  of  those 
for  whom  the  plan  was  available.  In  Sweden,  a  subsidized  voluntary 
pension  plan  in  its  twenty-third  year  of  operation  had  slightly  more 
than  8,000  contributors  in  a  year  in  which  the  population  included 
more  than  4  million  persons  between  the  ages  of  16  and  66. 

Individuals  with  low  incomes  who  are  hard  pressed  to  make  ends 
meet  would  not  be  likely  to  participate  in  a  voluntary  plan.  As  a 
result  the  program  would  be  of  little  value  to  those  most  in  need  of 
the  protection  it  would  afford.  The  most  likely  participants  would  be 
those  nearing  retirement  age  and  others  who  could  expect  to  receive 
much  more  in  benefits  than  they  would  pay  for.  Their  participation 
would  result  in  a  substantial  drain  from  the  old-age  and  survivors 
insurance  trust  fund.  Therefore,  this  proposal  would  amount  to  sub- 
sidizing voluntary  contributors  at  the  expense  of  either  workers  com- 
pulsorily  covered  or  the  Federal  Treasury.  These  considerations, 
among  others,  led  the  Advisory  Council  on  Social  Security  to  declare 
in  its  recent  report  on  old-age  and  survivors  insurance  that  "volun- 
tary coverage  is  defensible  only  where  the  Federal  Government  cannot 
under  the  Constitution  apply  compulsion." 

Farm  and  household  labor. — Farm  and  household  workers  are 
"forgotten  people"  in  that  they  are  almost  completely  unprotected  by 
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the  social  legislation  available  to  workers  in  commerce  and  industry. 
Some  4.1  million  agricultm-al  laborers  and  3.0  million  domestic 
employees  worked  on  om-  farms  and  in  our  homes  at  some  time  during 
1947.  According  to  a  recent  report  of  the  Bureau  of  Agricultural 
Economics,  average  cash  wage  income  in  1947  for  all  types  of  farm 
wage  workers,  both  full-year  and  part-year  workers,  was  $583.  This 
amount  represented  $408  from  farm  wages  and  $175  from  nonfarm 
wages.  According  to  estimates  of  the  Bureau  of  the  Census,  7  out  of 
every  10  household  workers  in  1945  had  annual  cash  earnings  of  less 
than  $500,  and  2  in  10  earned  from  $500  to  $999.  To  the  earnings  of 
both  these  gi'oups,  of  course,  must  be  added  the  value  of  payments  in 
kind,  such  as  food,  shelter,  and  transportation. 

The  low  average  wages  of  these  workers  are  due,  in  part,  to  the 
intermittent  and  part-time  employment  of  many  of  them.  The 
wages  of  regular,  year-round  workers,  however,  also  are  low  when 
compared  with  wages  in  other  employments.  The  abihty  of  farm  and 
household  workers  to  provide  for  their  survivors  or  for  theh  old  age, 
therefore,  is  less  than  that  of  any  other  large  group  of  gainfully  em- 
ployed persons,  and  their  need  for  protection  under  the  insurance 
program  is  correspondingly  greater. 

The  exclusion  of  farm  and  household  workers  from  old-age  and  survi- 
vors insurance  creates  difficult  administrative  problems.  Work 
"incident  to  ordinary  farming  operations,"  for  example,  is  "agri- 
cultural labor."  In  certain  circumstances  the  man  who  makes  the 
boxes  used  by  fruit  pickers  is  an  "agricultural  laborer,"  while  the 
individual  who  makes  the  boxes  in  which  the  fruit  is  shipped  to  market 
is  not.  Inconsistencies  such  as  these  could  be  eliminated  if  the  pro- 
gram were  extended  to  aU  gainfully  employed  persons. 

When  the  coverage  is  extended  to  farm  and  household  workers,  it 
would  be  deshable  to  follow  the  suggestion  of  the  Advisory  Council 
on  Social  Secm-ity  that  "the  administrative  agencies  concerned  should 
be  left  free  to  decide  on  the  methods  to  be  used."  Several  methods 
are  available,  and  our  studies  of  their  relative  merits  are  contuiuing. 
Among  them  is  a  stamp  plan  similar  to  that  used  in  several  other 
countries.  If  such  a  plan  were  adopted,  however,  some  employers  of 
farm  and  household  workers  might  prefer  to  use  the  quarterly  report- 
ing method  now  used  by  employers  in  commerce  and  industry. 
Enterprises  which  the  act  defines  as  "agricultural"  but  which  operate 
under  industrial  and  commercial  conditions  and  large-scale  farms 
employmg  clerical  help  would  find  the  present  system  most  convenient. 
So,  too,  would  individuals  and  college  fraternities  and  sororities  that 
employ  several  household  workers. 

The  stamp  plan  could  be  used  by  other  farm  and  household  em- 
ployers, generally  those  who  hav^e  only  one  or  two  employees  or  who 
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hire  workers  only  occasionally.  Under  this  plan  the  farm  or  house- 
hold worker  would  be  provided  with  a  stamp  book,  in  which  the 
employer  would  place  special  social  security  stamps  indicating  the 
amount  of  wages  he  had  paid  the  worker.  The  employer  would  pur- 
chase the  stamps  from  the  post  office.  Half  the  cost  of  the  stamps 
would  be  deducted  from  the  worker's  earnings  as  his  share  of  the  con- 
tribution or  tax.  Just  as  under  the  present  pay-roll  plan  of  reporting, 
the  money  value  of  noncash  wages,  such  as  meals  and  lodging,  would 
be  included  as  wages.  These  stamp  books  would  be  sent  to  the  Social 
Security  Administration,  which  would  post  to  the  worker's  wage 
record  the  amount  of  the  wages  reported  in  the  stamp  book. 

Employment  by  nonprofit  organizations. — Under  present  provisions 
of  the  program,  employees  of  nonprofit  charitable,  scientific,  educa- 
tional, and  religious  organizations  are  excluded  from  old-age  and 
survivors  insurance  coverage.  About  1.1  million  persons  had  some 
employment  with  such  organizations  during  1947.  The  exclusion 
resulted  originally  from  the  opinions  expressed  by  persons  in  the  non- 
profit field,  at  the  time  of  the  program's  enactment,  that  coverage  of 
religious  institutions  under  the  Federal  program  might  be  a  threat  to 
the  traditional  principle  of  separation  of  church  and  state.  Others 
feared  that  to  levy  the  employer's  tax  would  undermine  the  traditional 
tax-exempt  status  of  nonprofit  institutions. 

Study  of  pertinent  material  indicates  that  there  is  no  reasonable 
basis  for  this  fear.  Employees  of  nonprofit  institutions  are  covered 
under  workmen's  compensation  laws  in  a  number  of  States.  The 
organizations  so  covered  have  been  required  for  many  years  to  insure 
their  workers  against  accidents  and  to  make  reports  to  the  State. 
Their  experience  indicates  that  nonexemption  under  those  laws  has 
not  endangered  their  tax-exempt  status,  and  it  is  reasonable  to  assume 
that  old-age  and  survivors  insurance  coverage  would  not  endanger  this 
status  either. 

Moreover,  the  attitude  of  nonprofit  institutions  toward  coverage 
has  now  changed.  The  opposition  shown  in  the  past  has  been  replaced 
by  a  growing  conviction  that  social  insurance  is  necessary  and  desir- 
able for  most  employees  of  nonprofit  organizations.  This  conviction 
is  reflected  in  memorials,  petitions,  and  resolutions  passed  by  such 
organizations  and  in  statements  made  by  them  to  the  public  and  be- 
fore congressional  committees. 

Measures  have  been  proposed  by  various  individuals  and  organiza- 
tions which  would  extend  old-age  and  survivors  insurance  coverage 
to  employees  in  the  nonprofit  field  on  a  voluntary  basis.  However, 
unless  accompanied  by  safeguards  that  would  largely  nullify  its  social 
effectiveness,  voluntary  coverage  of  employees  of  nonprofit  institu- 
tions would  involve  selection  adverse  to  the  trust  fund,     Organi^a- 
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tions  most  likely  to  choose  coverage  would  be  the  employers  whose 
employees  would  stand  to  gain  disproportionately  large  benefits  in 
return  for  the  contributions. 

Under  a  voluntary  plan,  moreover,  it  is  not  unlikely  that  a  large 
number  of  organizations  would  fail  to  elect  coverage.  Organizations 
with  an  unstable  financial  basis,  which  pay  the  lowest  wages  and  whose 
employees  consequently  are  probably  in  greatest  need  of  protection, 
are  least  likely  to  elect  coverage.  Thus  a  voluntary  plan  probably 
would  fail  to  provide  protection  where  the  need  is  greatest.  With 
such  incomplete  coverage  of  this  employment  area,  the  situation 
would  not  difi'er  greatly  from  the  present  one.  Workers  who  transfer 
to  the  nonprofit  field  from  other  employment  areas  covered  under 
old-age  and  survivors  insurance  or  who  transfer  from  one  job  to 
another  in  the  nonprofit  field  would,  as  now,  be  in  danger  of  losing 
the  protection  they  have  already  acquired,  either  under  old-age  and 
survivors  insurance  or  under  one  of  the  private  retirement  plans  now 
in  operation. 

In  addition,  voluntary  coverage  on  the  part  of  nonprofit  organiza- 
tions would  result  in  serious  recordkeeping  and  other  administrative 
burdens  for  the  Government  in  connection  with  withdrawals  from 
and  reentries  into  coverage  and  in  connection  with  delinquency  in 
the  payment  of  contributions.  Adoption  of  a  voluntary  plan  would 
also  set  an  unfortunate  precedent  that  might  be  extended  to  other 
areas  and  could  lead  to  the  eventual  breakdown  of  the  present  system. 

The  Social  Security  Administration  recommends  that  coverage  un- 
der old-age  and  survivors  insurance  be  extended  to  employment  for 
nonprofit  organizations  on  a  compulsory  basis.  Only  by  extending  cov- 
erage compulsorily  can  all  employees  in  the  nonprofit  field  be  assured 
protection  against  want  in  old  age  and  the  protection  of  their  survi- 
vors in  case  of  death.  Moreover,  if  coverage  were  extended  compul- 
sorily, workers  who  transfer  from  other  employment  areas  covered 
under  old-age  and  survivors  insurance,  or  who  transfer  from  one  job 
to  another  in  the  nonprofit  field,  would  have  continuous  protection. 
The  special  retirement  systems  now  in  operation  could  be  revised  so 
as  to  supplement  the  protection  provided  under  the  Federal  program. 
It  is  significant  that  after  considering  these  various  points  the  Ad- 
visory Council  on  Social  Security  recommended,  by  an  overwhelming 
majority,  the  coverage  of  nonprofit  organizations  on  a  compulsory 
basis. 

In  extending  coverage,  consideration  should  be  given  to  the  special 
characteristics  of  the  group.  The  present  exclusion  of  clergymen  and 
members  of  religious  orders,  for  example,  might  be  continued.  Pro- 
vision might  also  be  made  for  the  payment  of  all  contributions  directly 
into  the  trust  fund,  and  the  legislation  might  contain  a  reassurance 
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that  coverage  of  this  employment  is  not  intended  to  violate  the  tra- 
ditional tax-exempt  status  of  nonprofit  organizations. 

Federal  civilian  employment. — Approximately  2.7  million  civilians 
were  employed  by  the  Federal  Government  in  1947.  About  three- 
fourths  of  all  Federal  civilian  employees  are  covered  under  the  civil- 
service  retirement  system.  Another  1  percent  has  coverage  under 
other  retirement  systems  for  Federal  employees.  The  rest  do  not 
have  protection  under  any  benefit  system. 

Old-age  and  survivors  insurance  coverage  would  be  particularly 
valuable  for  this  latter  group.  At  present  these  employees  of  the 
Federal  Government  cannot  build  up  retirement  or  survivor  pro- 
tection for  themselves  and  their  families.  Many  are  part-time  or 
temporary  employees  who  are  likely  to  shift  between  jobs  in  Federal 
and  private  employment.  The  time  they  spend  in  Federal  employ- 
ment will  in  many  cases  prevent  them  from  acquiring  protection 
under  old-age  and  survivors  insurance.  When  they  do  acquire  an 
insured  status  under  the  latter,  the  amounts  of  any  benefits  which 
become  payable  will  be  smaller  than  those  of  workers  having  com- 
parable earnings  but  continuous  coverage.  Coverage  of  Federal 
employment  under  old-age  and  survivors  insurance  would  provide 
these  employees  with  continuity  of  protection  regardless  of  shifts 
between  Federal  and  private  employment. 

Similar  disadvantages  are  suffered  by  employees  who  are  covered 
by  the  civil-service  retirement  system  but  who  do  not  acquire  benefit 
rights  under  that  system.  A  substantial  proportion  of  persons  with 
some  coverage  under  the  civil-service  system  will  fall  in  this  category. 
No  payments  other  than  a  refund  of  contributions  are  made  with 
respect  to  individuals  who  have  less  than  5  years  of  Federal  civihan 
employment.  Even  before  the  war,  the  percentage  of  employees 
expected  to  withdraw  from  Federal  employment  before  completing  5 
years  of  service  was  high.  Estimates  developed  from  prewar  employ- 
ment figures  indicated  that  scarcely  more  than  one-half  of  all  Federal 
employees  could  be  expected  to  stay  in  service  for  5  years. 

Those  who  spend  at  least  5  years  but  less  than  20,  and  who  elect  to 
receive  a  refund  of  their  contributions,  forfeit  all  benefit  rights. 
Also,  the  survivor  benefits  provided  by  amendments  to  the  Civil 
Service  Retirement  Act  in  February  1948  are  not  payable  if  the 
employee  dies  after  leaving  active  service  but  before  retirement;  even 
after  retirement,  old-age  benefits  are  not  available  for  the  widow  of 
an  annuitant  unless  he  had  elected  a  reduced  joint  and  survivor 
annuity. 

The  civil-service  retirement  benefits  are  usually  much  higher  than 
old-age  and  survivors  insurance  benefits  although,  because  of  the 
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importance  of  length  of  service  in  the  determination  of  benefit  amounts 
under  the  civil-service  system,  survivor  benefits  for  the  families  of 
young  workers  are  relatively  low.     Despite  the  excellence  of  this  staff 
retirement  system,  however,  the  over-all  protection  of  the  Federal 
employees  who  acquire  benefit  rights  under  it  would  be  improved  and 
placed  on  a  sounder  basis  if  their  Federal  employment  were  also 
covered  under  old-age  and  survivors  insurance.     Such  workers  often 
have  spent  some  time  in  employment  covered  under  the  latter  system. 
Under  existing  provisions,  their  total  protection  will  frequently  suffer 
because  they  will  fail  to  acquire  benefit  rights  based  on  their  employ- 
ment covered  under  old-age  and  survivors  insurance.     On  the  other 
hand,  when  a  worker  does  qualify  for  old-age  and  survivors  insurance 
benefits  as  well  as  a  civil-service  annuity,  the  total  amount  he  may 
receive  with  respect  to  the  same  risk  may  be  unduly  large  in  relation 
to  his  contributions.     In  view  of  the  fact  that  each  benefit  will  con- 
tain an  element  not  paid  for  by  him,  such  payments  constitute  an 
inefficient  use  of  the  funds  available  to  prevent  want  and  dependency. 
The  Social  Security  Administration  believes,  of  course,  that  retire- 
ment systems  for  Federal  employees  should  continue  to  be  inde- 
pendent,  that   benefit   rights   acquired   by   employees   under   these 
systems  should  be  preserved,  and  that  their  reserve  funds  should  con- 
tinue to  be  administered  separately.     Such  systems  could  be  revised, 
if  desired,  to  take  into  account  the  benefits  payable  under  old-age 
and  survivors  insurance.     Revisions  could  and  should  be  made  in 
such  a  way  that  the  total  protection  available  under  the  two  systems 
would  be  as  great  as  or  greater  than  the  protection  available  under 
one  alone. 

The  Advisory  Council  on  Social  Security  recommended  that  old-age 
and  survivors  insurance  coverage  be  extended  immediately  to  Federal 
civilian  employees  not  covered  by  the  civil-service  retirement  system; 
that,  as  a  temporary  measure,  the  wage  credits  of  those  who  leave 
Federal  employment  with  less  than  5  years'  service  be  transferred  to 
the  old-age  and  survivors  insurance  program;  and  that  a  permanent 
plan  be  established  "for  extending  old-age  and  survivors  insurance  to 
all  Federal  civilian  employees,  whereby  the  benefits  and  contributions 
of  the  Federal  retirement  systems  would  supplement  the  protection 
of  old-age  and  survivors  insurance  and  provide  combined  benefits  at 
least  equal  to  those  now  payable  under  special  retirement  systems." 
While  the  recommendations  of  the  Council  are  essentially  in  harmony 
with  those  of  the  Social  Security  Administration,  the  Administration 
believes  that  there  need  be  no  long  delay  in  extending  coverage  to  all 
Federal  civilian  employees,  and  therefore  that  the  temporary  transfer 
of  wage  credits  pending  coverage  extension,  which  would  involve 
administrative  difiicultiea,  is  unnecessary. 
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State  and  local  government  employment. — Proportionately  more  em- 
ployees of  State  and  local  governments  have  protection  under  staff 
retirement  programs  than  do  employees  in  many  other  areas  of  non- 
covered  employment.  Because  of  this  existing  protection  the  following 
questions  are  sometimes  asked  by  interested  individuals  or  groups: 
Do  the  employees  of  State  and  local  government  units  really  need  the 
protection  provided  under  old-age  and  survivors  insurance?  Is  there 
danger  that  coverage  under  old-age  and  survivors  insurance  would 
cause  the  weakening  or  abandonment  of  existing  retirement  systems 
for  public  employees,  with  consequent  losses  to  the  employees  covered 
under  the  systems? 

The  Social  Security  Administration  believes  that  the  protection 
provided  under  old-age  and  survivors  insurance  would  be  very  valuable 
to  public  employees.  Approximately  4.8  million  individuals  had  some 
employment  for  State  and  local  government  units  in  1947.  Almost 
half  of  these  employees  were  not  covered  under  any  retirement  system, 
though  they  have  the  same  need  for  the  protection  of  the  Federal 
program  as  other  workers.  Moreover,  even  among  those  covered 
under  a  State  or  local  retirement  system,  very  few  have  adequate 
survivor  protection;  their  protection  would  be  made  more  nearly 
complete' through  old-age  and  survivors  insurance  coverage.  In  addi- 
tion, such  coverage  of  public  employees  would  provide  continuity  of 
protection  for  workers  who  shift  from  one  job  to  another  in  public 
employment  or  who  shift  from  public  to  private  employment.  Those 
workers  at  present  are  not  assured  of  protection  under  any  benefit 
system,  although  they  may  have  had  some  coverage  under  two  or 
more  systems. 

As  to  the  second  question,  the  Social  Security  Administration  is 
convinced  that  an  extension  of  old-age  and  survivors  insurance  need 
not  in  any  way  weaken  existing  retirement  systems  or  affect  their 
independence.  In  employment  areas  aheady  covered  under  the  Fed- 
eral program,  the  number  of  retirement  systems  has  greatly  increased 
in  recent  years,  and  many  of  those  existing  when  the  Federal  program 
went  into  effect  have  since  been  improved  and  strengthened.  The 
Administration  believes  that  retirement  systems  for  public  employees 
perform  a  very  valuable  function  and  that  their  establishment  and 
growth  should  be  encouraged.  If  old-age  and  survivors  insurance  is 
extended  to  cover  public  employment,  staff  retirement  systems  for 
State  and  local  government  employees  could  be  revised  if  desired  to 
provide  supplementary  protection  in  such  a  way  that  the  total  protec- 
tion fm-nished  under  the  two  systems  would  be  greater  than  could  be 
provided  under  either  one  alone.  The  retirement  systems  would  of 
course  remain  completely  independent  of  the  Federal  program  in  both 
operation  and  financing. 
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Among  interested  groups  there  is  considerable  sentiment  in  favor  of 
extending  old-age  and  survivors  insurance  to  State  and  local  govern- 
ment employees.  Some  professional  groups  of  public  employees  have 
indicated  that  they  believe  government  units  wishing  coverage  under 
the  Federal  system  for  their  employees  should  have  the  privilege  of 
electing  such  coverage.  Legislative  bodies  of  at  least  seven  States  and 
the  Territories  of  Alaska  and  Hawaii  have  sent  resolutions  or  me- 
morials to  Congress  asking  that  coverage  be  extended  to  employees  of 
State  and  local  governments,  and  two  other  States  have  requested 
coverage  extension  to  limited  groups  of  such  employees.  North 
Dakota  and  Iowa  have  established  programs  for  their  employees 
closely  modeled  after  the  Federal  old-age  and  survivors  insurance 
program. 

As  indicated  in  the  discussion  of  nonprofit  employment,  the  Social 
Security  Administration  believes  that  the  compulsory  coverage  of 
employment  areas  under  old-age  and  survivors  insurance  is  ordinarily 
much  more  desirable  than  the  coverage  of  employee  groups  or  of  in- 
dividual employees  on  a  voluntary  basis.  Because  it  would  probably 
be  unconstitutional  to  levy  the  tax  on  States  and  local  government 
units  as  employers  under  the  program,  however,  the  Social  Security 
Administration  recommends  that  coverage  be  extended  to  State  and 
local  employment  on  a  voluntary  basis,  by  means  of  agreements 
negotiated  between  the  States  and  the  Federal  Security  Administrator. 

The  Advisory  Council  on  Social  Security,  in  discussing  the  extension 
of  coverage  to  State  and  local  government  employees,  expressed  the 
opinion  that  "Voluntary  coverage  of  a  limited  group  under  an  other- 
wise compulsory  social  insurance  system  is  ordinarily  undesirable  and 
unwise."  The  Council's  recommendation  was  that  coverage  be 
extended  on  a  compulsory  basis  to  employees  engaged  in  nongovern- 
mental activities,  and,  because  of  constitutional  difficulties,  on  a 
voluntary  basis  to  all  other  State  and  local  government  employees. 

Military  service. — The  new  Selective  Service  legislation  enacted  by 
the  Eightieth  Congress  will  result  in  an  increase  in  the  number  of 
people  who  spend  a  portion  of  their  lives  in  peacetime  military  service. 
This  development  gives  added  importance  to  the  issue  of  extending 
old-age  and  survivors  insurance  to  such  service.  In  December  1947 
there  were  1,280,000  persons  serving  in  the  armed  forces. 

Although,  under  the  retirement  systems  of  the  various  armed 
services,  a  career  serviceman  becomes  eligible  for  a  pension  after  20 
years  of  service,  an  individual  who  serves  a  shorter  period  is  not  able  to 
qualify  for  similar  benefits.  Moreover,  the  survivor  protection  for 
the  families  of  servicemen  provided  under  veterans'  programs  ceases 
immediately  upon  the  serviceman's  discharge  from  military  or  naval 
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service,  unless  he  has  incurred  a  service-connected  disability.  Thus, 
existing  service  retirement  systems  and  veterans'  programs  are  not 
designed  to  meet  the  needs  of  individuals  who  enter  the  armed  forces 
for  relatively  short  periods. 

Not  only  do  short-term  servicemen  fail  to  achieve  or  to  retain 
protection  under  existing  military  and  veterans'  programs,  but  they 
also  may  find  themselves  without  protection  under  old-age  and 
survivors  insurance.  Protection  previously  acquired  under  that 
program  will  be  lost  in  many  cases,  and  in  other  cases  military  service 
will  prevent  or  postpone  the  acquiring  of  any  insured  status.  In 
practically  all  instances  in  which  insured  status  does  exist,  benefit 
amounts  will  be  reduced  by  the  period  of  military  service.  As  the 
report  of  the  Advisory  Council  to  the  Senate  Committee  on  Finance 
pointed  out,  extension  of  old-age  and  survivors  insurance  coverage  to 
the  armed  forces  will  give  continuous  basic  protection  both  to  the 
'career  serviceman  and  to  those  with  shorter  periods  of  military  or 
naval  service. 

If  coverage  is  extended  to  military  service,  benefits  payable  under 
existing  service  retirement  systems  and  veterans'  programs  could  be 
adjusted  to  supplement  the  basic  protection  afforded  under  old-age 
and  survivors  insurance.  Nothing  should  be  done  thereby  to  weaken 
the  military  staff  retirement  systems  or  to  reduce  the  total  protection 
afforded  servicemen  and  their  families. 

To  ensure  that  the  benefits  which  will  ultimately  be  payable  to  service- 
men and  their  families  will  have  an  appropriate  relationship  to  their 
actual  income  level,  wage  credits  and  contributions  should  be  related  to 
the  amount  of  remuneration  received  by  the  serviceman,  includinp 
the  cash  value  of  perquisites  and  allowances  that  represent  remunera- 
tion for  services  rendered. 

Railroad  employment. — Nearly  2.4  million  persons  were  engaged  in 
railroad  employment  during  1947.  During  1937-46  about  4  million 
persons  had  wage  credits  under  both  the  raihoad  retirement  and  old- 
age  and  survivors  insm-ance  systems.  They  represent  more  than 
half  the  workers  (approximately  7  million)  with  wage  credits  under 
the  Railroad  Retirement  Act  during  the  10-year  period. 

The  protection  afforded  railroad  workers  against  wage  loss  from  old 
age  and  premature  death  is  generally  superior  to  that  provided  under 
old-age  and  survivors  insurance.  In  addition,  railroad  employees 
meeting  certain  service  requirements  are  protected  against  the  risk 
of  permanent  and  total  disability.  The  Railroad  Retirement  Act 
provides  a  system  of  survivor  benefits  patterned  after  and  coordi- 
nated with  the  survivor  benefit  provisions  of  the  old-age  and  survivors 
insurance  program.     No  coordination  has  been  established  for  retire- 
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ment  benefits,  however,  and  therefore  the  protection  of  workers  who 
move  between  railroad  employment  and  employment  covered  by  old- 
age  and  survivors  insurance  may  be  inadequate  in  many  instances. 

As  a  result  of  shifts  between  the  two  areas  of  employment,  workers 
may  lose  all  retirement  protection  under  old-age  and  survivors  insur- 
ance, and  the  tune  spent  in  employments  covered  under  that  program 
may  also  reduce  the  amount  of  their  rethement  benefits  under  the 
railroad  program.  Furthermore,  during  the  early  years  of  the  old-age 
and  survivors  insurance  program,  some  persons  who  work  for  only  a 
few  years  in  railroad  employment  will  have  less  in  combined  protection 
than  they  would  if  they  had  been  covered  continuously  by  old-age 
and  survivors  insurance. 

The  Social  Security  Administration  therefore  recommends  the  ex- 
tension of  old-age  and  survivors  insurance  coverage  to  raihoad  em- 
ployees. If  coverage  were  so  extended,  the  railroad  system  should 
be  revised  to  provide  supplementary  benefits,  as  was  done  successfully 
with  private  pension  plans  after  the  Social  Security  Act  was  passed. 
The  combined  protection  afforded  under  the  two  programs  should  be 
as  great  as,  or  greater  than,  that  now  provided  under  the  Railroad 
Retirement  Act. 

The  Advisory  Council  on  Social  Security,  recognizing  that  "basic 
differences  between  the  structures  [of  the  two  systems]  preclude  any 
coordmation  short  of  extending  old-age  and  survivors  insurance 
coverage  to  railroad  workers  and  making  the  Railroad  Retirement 
Act  a  supplementary  program,"  recommended  to  the  Senate  Com- 
mittee on  Finance  that  Congress  direct  the  Social  Security  Adminis 
tration  and  the  Raihoad  Rethement  Board  to  imdertake  a  study  to 
determine  the  most  practical  and  equitable  method  of  accomplishing 
this  purpose. 

Strengthening  the  Benefit  Structure  and  Other  Changes 

The  Social  Security  Administration  has  repeatedly  recommended 
that  the  insurance  benefit  amounts  should  be  raised  to  more  nearly 
adequate  levels  m  terms  of  both  the  proportion  of  former  wage  they 
replace  and  the  level  of  living  they  provide.  The  Administration  has 
also  urged  legislative  correction  of  inequitable  or  anomalous  situations 
that  have  come  to  light  in  administration  of  the  program.  The 
Advisory  Council  on  Social  Security,  in  its  independent  study  of  old- 
age  and  survivors  insurance,  called  the  attention  of  the  Senate  Finance 
Committee  to  many  of  these  defects  and  recommended  corrective 
action  similar  in  most  respects  to  that  we  propose. 

Benefit  amount. — Social  insurance  benefits  were  designed  to  provide 
basic  security  by  permitting  employed  workers  to  build  up  rights  to 
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benefits  sufficient  to  care  for  their  basic  needs  in  their  old  age.  Obvi- 
ously, when  not  all  occupations  are  covered,  some  persons  will  work 
in  covered  occupations  too  briefly  to  receive  adequate  benefits  from 
this  insurance  program,  but  for  those  who  customarily  are  covered 
by  it,  the  term  "security"  should  have  real  meaning.  The  present 
benefit  level  is  wholly  inadequate  for  that  purpose. 

The  basic  formula  for  computing  the  primary  insurance  benefit,  on 
which  all  supplementary  and  survivor  insurance  benefits  are  based, 
is  40  percent  of  the  fu-st  $50  of  the  average  monthly  wage  plus  10 
percent  of  the  next  $200.  The  amount  thus  obtained  is  increased  by 
1  percent  for  each  year  in  which  the  individual  was  paid  wages  of 
$200  or  more  in  covered  employment.  The  average  primary  insurance 
benefit  paid  in  June  1948  was  $25.13. 

This  amount  would  scarcely  have  represented  basic  security  for  the 
average  worker  in  1939,  the  year  the  present  benefit  formula  was 
adopted,  even  when  allowance  is  made  for  the  average  amount  of 
savings  in  one  form  or  another  that  he  might  be  expected  to  have  had. 
Data  in  support  of  this  statement  have  become  available  since  1939. 
With  the  present  cost  of  living  some  70  to  75  percent  above  that  of 
1939,  the  insurance  benefits  cannot  prevent  dependency  even  to  the 
extent  originally  intended  or  expected.  The  Social  Security  Adminis- 
tration recommends  an  immediate  increase  in  the  average  level  of 
benefits,  with  substantial  increases  in  both  maximum  and  minimum 
benefit  provisions  and  a  revision  of  the  benefit  formula  to  take  account 
of  increased  wage  levels.  Such  increases  in  benefits  are  necessary 
both  because  a  permanent  level  of  wages  and  prices  higher  than  that 
prevailing  before  the  war  is  generally  anticipated,  and  because  the 

Chart  9.— Index  of  average  monthly  primary  benefits  in  current-payment 
status  under  old-age  and  survivors  insurance  and  consumers^  price  index, 
last  month  of  quarter,  March  i940-June  1948 
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benefit  level  was  inadequate  for  basic  security  even  when  the  1939 
amendments  were  enacted. 

Some  of  the  factors  that  would  help  increase  benefits  when  all  the 
proposed  amendments  to  the  act  are  in  force  would  not  apply  with  full 
effect  immediately.  The  Advisory  Council  on  Social  Security  said 
that  enactment  of  its  recommendations  would,  after  a  short  period, 
increase  the  average  monthly  retirement  insurance  benefit  from  about 
$25  to  about  $55.  This  projected  increase  was  based  not  only  on  a 
change  in  the  benefit  formula,  affecting  present  as  well  as  future  bene- 
ficiaries, but  also  on  full  extension  of  coverage  and,  for  those  still 
employed,  on  computation  of  the  average  monthly  wage  (to  which  the 
benefit  formula  is  applied)  solely  on  the  basis  of  wages  earned  after 
1948,  if  such  computation  results  in  higher  benefits.  The  benefit 
formula  proposed  by  the  Advisory  Council,  taken  alone,  would  in  the 
short  run  increase  the  average  retirement  insurance  benefit  in  force 
by  about  50  percent. 

The  level  of  benefits  might  be  raised  to  varying  degrees,  both 
immediately  and  over  the  course  of  time,  by  changes  in  any  of  the 
several  factors  that  make  up  the  benefit  formula.  For  persons  who 
have  not  worked  regularly  in  covered  employment  after  1936  (or  age 
21),  benefits  could  be  greatly  increased  if  the  method  of  computing 
the  average  monthly  wage  were  changed  to  disregard  periods  during 
which  individuals  had  inconsequential  or  no  wages,  or  were  based  on 
a  limited  period  of  full-time  earnings,  such  as  those  in  the  workers' 
best  5  consecutive  years.  Some  such  provision  would  be  especially 
important  in  the  future  for  persons  in  occupations  not  covered  in  the 
initial  years  of  the  program. 

The  percentage  which  benefits  are  of  the  total  average  monthly 
wage  could  be  increased  by  raising  the  percentage  in  either  or  both 
steps  of  the  formula  (now  40  percent  of  the  first  $50  and  10  percent 
of  amounts  in  excess  of  $50) ;  by  increasing  above  $50  the  amount  of 
average  monthly  wage  to  which  the  first  step  applies;  or  by  a  combina- 
tion of  these  methods.  Such  changes,  if  made  applicable  to  benefits 
already  in  force,  would  have  the  most  immediate  effect  on  the  level 
of  benefits.  Over  a  period  of  time,  many  workers  would  gain  if  the 
maximum  average  monthly  wage  on  which  benefits  may  be  based  were 
increased  above  the  present  $250.  All  these  methods  have  merit, 
but  no  one  alone  would  accomplish  as  much  as  needs  to  be  done  in 
improving  benefits.  It  is  particularly  urgent  that  changes  be  made 
in  the  first  step  of  the  benefit  formula.  Such  changes  would  especially 
help  those  in  the  lower  wage  brackets,  whose  benefits  are  most  in- 
adequate, but  would  also  add  a  specified  amount  to  the  benefits  of 
all  persons  whose  average  monthly  wage  exceeds  the  amount  in  the 
first  step. 
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A  number  of  benefit  formulas  could  be  devised  that  would  raise 
average  benefits  to  a  level  of  minimum  adequacy,  consistent  with  the 
purpose  of  the  act,  without  unduly  raising  the  cost  of  the  program. 
One  such  benefit  formula,  for  example,  is  40  percent  of  the  first  $100 
of  the  average  monthly  wage  and  10  percent  of  the  remainder,  up  to 
a  total  of  $400.  Another,  somewhat  more  liberal,  is  50  percent  of  the 
first  $75  of  the  average  monthly  wage  and  15  percent  of  the  remainder, 
up  to  a  total  of  $400. 

The  Administration  favors  the  levy  of  taxes  under  the  Federal  In- 
surance Contributions  Act  on  the  first  $4,800  of  annual  wages  rather 
than  on  the  first  $3,000  as  at  present,  and  an  increase  to  $400  in  the 
maximum  average  monthly  wage  on  which  benefits  are  computed.  If 
the  benefits  are  to  provide  a  reasonable  and  realistic  replacement  of 
the  wages  lost  by  death  or  retirement,  they  should  be  based,  to  the 
greatest  extent  possible,  on  the  total  earnings  of  covered  workers. 
The  $3,000  limitation  set  up  in  1939  fulfilled  this  requirement  reason- 
ably well,  since  at  that  time  nearly  97  percent  of  all  workers  in  cov- 
ered employment  had  wages  of  less  than  $3,000  a  year  and  all  their 
wages  could  thus  be  used  in  the  benefit  computation.  Even  among 
workers  who  were  steadily  employed  throughout  1939,  fewer  than  5 
percent  had  wages  of  more  than  $3,000.  With  the  general  rise  in 
wage  levels  since  1939,  the  $3,000  limitation  has  tended  to  exclude 
from  the  benefit  computation  part  of  the  wages  of  a  substantial  num- 
ber of  workers.  In  1946,  about  13  percent  of  all  workers  in  covered 
employment  had  wages  exceeding  $3,000.  Of  the  workers  who  were 
steadily  employed  throughout  that  year,  23  percent  had  wages  of 
more  than  $3,000.  To  restore  the  relationships  which  existed  in  1939, 
the  maximum  wage  for  tax  and  benefit  purposes  would  have  to  be 
raised  to  $4,800.  At  that  figure  and  at  1946  wage  levels,  benefits 
would  be  based  on  the  total  wages  of  about  97  percent  of  all  covered 
workers  and  95  percent  of  steadily  employed  workers. 

Whatever  benefit  formula  is  used  to  compute  the  primary  insurance 
benefit,  the  Administration  recommends  that  provision  similar  to 
that  in  the  present  law  be  made  for  an  increase  in  the  basic  benefit 
amount  for  each  year  in  which  the  worker's  covered  wages  exceed 
$200.  WTiile  social  considerations  are  predominant  in  our  social  in- 
surance program,  the  fact  that  taxes  are  based  on  wages  demands 
equitable  treatment  for  all  insured  persons.  Workers  expect  addi- 
tional contributions  to  buy  additional  benefits,  and  they  want  to  see 
the  amount  of  their  benefits  rise  with  their  continued  contributions. 

Maximum  family  benefits. — The  maximum  amount  of  monthly 
benefits  payable  to  a  family  on  the  basis  of  one  wage  record  is  now 
limited  to  the  least  of  three  amounts:  $85,  twice  the  primary  bene- 
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fits,  or  80  percent  of  the  average  monthly  wage.  The  first  two 
restrictions  tend  to  limit  unduly  the  benefits  payable  when  a  deceased 
wage  earner  leaves  a  widow  and  several  children.  The  suggested 
liberahzation  in  the  benefit  formula  and  increase  in  the  taxable  wage 
base  would  make  it  especially  important  to  increase  the  maximum 
amount  payable  to  beneficiary  families.  The  Social  Security  Ad- 
ministration recommends  that  the  limitation  of  twice  the  primary 
insurance  benefit  be  removed  and  that  the  dollar  maximum  on  a 
family's  monthly  benefits  be  raised  substantially,  to  at  least  $150. 
Benefits  should  continue  to  be  limited  by  80  percent  of  the  wage 
earner's  average  monthly  wages,  since  the  insurance  program  should 
not  be  designed  to  increase  the  family's  income,  but  rather  to  replace 
part  of  the  wage  loss.  The  present  method  of  calculating  the  average 
wage  of  an  individual,  however,  is  often  unreahstic  in  terms  of  the 
wage  loss  at  death  or  retirement.  If  the  average  monthly  wage  were 
derived  from  a  period  when  the  individual  was  regularly  employed, 
as  would  probably  be  the  case  if  the  wages  in  his  best  5  consecutive 
years  of  coverage  were  averaged,  benefits  based  on  it  would  be  related 
to  loss  of  covered  wages,  and  the  maximum  of  80  percent  of  the  aver- 
age monthly  wage  would  be  a  realistic  limit,  never  unduly  restrictive. 

Retirement  test  .—Under  the  present  provisions  of  the  law,  benefits 
are  withheld  for  any  month  in  which  a  beneficiary  earns  $15  or  more 
in  covered  employment.  If  the  individual  earning  such  wages  is  a 
primary  beneficiary,  any  wife's  or  child's  benefits  payable  on  his 
wage  record  are  also  suspended.  This  provision,  at  prevailing  wage 
rates,  means  that  relatively  few  beneficiaries  can  work  even  part 
time  without  loss  of  benefits.  The  beneficiary,  therefore,  must  usually 
choose  between  insurance  benefits  at  their  inadequate  levels  or  wage 
income  alone,  even  though  it  also  may  be  inadequate. 

The  primary  purpose  of  the  work  provision  is  to  provide  a  measure- 
ment of  the  beneficiary's  substantial  returement  from  the  covered 
labor  force.  If  such  a  provision  is  to  have  meaning,  changes  in  the 
amount  of  earnings  permitted  without  loss  of  benefits  become  neces- 
sary as  employment  conditions  and  wage  rates  vary.  Any  exempt 
amount  of  wages  should  be  periodically  studied  and  changed  as 
conditions  warrant. 

The  Social  Security  Admuiistration  recommends  that  the  retire- 
ment test  in  the  present  law  be  increased  to  $50  so  that  beneficiaries 
would  be  permitted  to  earn  a  reasonable  amount  without  loss  of  their 
benefits.  Under  such  a  provision,  beneficiaries  who  are  able  and 
choose  to  do  some  work  not  only  will  mcrease  their  mcome,  m  most 
cases,  but  also  will  have  the  psychological  satisfaction  of  continuing 
in  productive  enterprise. 

Consideration  should  be  given  to  the  proposal  that  beneficiaries 


Social  Security  Administration  107 

aged  70  and  over  should  receive  their  benefits  regardless  of  the  amount 
of  their  earnings.  Elimination  of  the  work  clause  for  such  persons 
would  be  especially  desirable  if  coverage  of  the  act  is  extended  to 
self-employed  persons.  For  them,  even  more  than  for  wage  workers, 
retirement  is  likely  to  take  the  form  of  diminishing  the  amount  of 
time  spent  at  work,  rather  than  abrupt  cessation  of  gainful  work. 
Since  relatively  fewer  persons  continue  regular  work  after  age  70,  it 
would  cost  much  less  to  end  the  work  restriction  at  that  age  than  to 
eliminate  it  completely. 

The  Social  Security  Administration  does  not  favor  the  plan 
recommended  by  the  Advisory  Council  on  Social  Security  for  re- 
ducing benefits  by  the  amount  that  earnings  exceed  the  exempt 
amount.  We  recognize  the  merits  of  a  plan  that  would  prevent 
any  reduction  in  income  on  account  of  employment  when  a  bene- 
ficiary's wages  only  slightly  exceed  the  amount  permitted  without 
suspension  of  benefits.  However,  the  administrative  costs  of  such  a 
plan  would  probably  be  disproportionate  to  the  advantages  gained. 

Age  of  eligibility  for  women.— The  Social  Security  Administration 
recommends  that  the  age  at  which  women  may  qualify  for  benefits 
be  reduced  from  65  to  60.  A  primary  consideration  prompting  this 
recommendation  is  that  wives  are  customarily  a  few  years  younger 
than  their  husbands.  Only  about  one-fifth  of  the  wives  of  married 
primary  beneficiaries  are  eligible  for  wife's  benefits  at  the  time  their 
husbands  attain  age  65.  Because  the  primary  benefit  alone  is  not 
geared  to  meet  the  needs  of  a  couple,  many  men  have  found  it  neces- 
sary to  defer  retirement  until  their  wives  become  eligible  for  benefits. 
If  wife's  benefits  were  payable  at  age  60,  approximately  three-fifths 
of  the  wives  of  insured  men  would  be  immediately  eligible  for  wife's 
benefits  when  their  husbands  retire  at  age  65.  Since  some  men  volun- 
tarily delay  retirement,  regardless  of  their  financial  ability  to  retire, 
an  even  larger  proportion  of  wives  would  receive  benefits  as  soon  as 
the  husband  did  retire. 

A  second  reason  for  the  recommendation  is  that  women  who  are 
widowed  at  or  about  age  60  and  who  have  not  held  a  paid  job  in  the 
immediately  preceding  years  are  severely  handicapped  in  finding 
employment.  In  survivor  awards  of  1947,  only  about  one  widow  in 
four  of  those  without  minor  children  was  aged  65  or  over  at  the  death 
of  her  husband  and  qualified  for  benefits  immediately.  If  the  age 
requirement  were  lowered  to  60,  about  40  percent  of  the  widows 
without  minor  children  in  their  care  would  have  been  eligible  imme- 
diately. Moreover,  even  women  who  have  been  recently  in  the  labor 
force  find  diflaculty  in  obtaining  jobs  if  they  have  been  retired  or 
dismissed  at  or  after  age  60.     Lowering  the  eligibility  age  to  60  for 
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women  will  provide  protection  in  an  area  in  which  it  is  urgently 
needed. 

Legal  status  of  wife  and  widow.— Msmj  couples  have  gone  through 
a  marriage  ceremony  and  hved  together  as  husband  and  wife  for  many 
years,  only  to  discover,  at  the  time  they  file  claims  for  old-age  and 
survivors  insurance  benefits,  that  their  marriage  was  invahd  because 
of  some  legal  impediment  to  the  marriage  at  the  time  it  occurred. 
In  some  States,  a  valid  marriage  comes  into  being  if  a  couple  continues 
to  live  together  as  husband  and  wife  after  the  removal  of  the  impedi- 
ment. In  others,  only  a  new  ceremony  after  the  impediment  is  re- 
moved will  validate  the  marriage.  In  such  instances,  the  couple 
suffers  not  only  the  loss  of  a  wife's  benefit  but  also  the  humiliating 
experience  of  having  the  benefit  denied  because  no  marriage  exists. 
The  Social  Security  Administration  recommends  that  wife's  or  widow's 
benefits  be  payable  to  the  "wife"  if,  at  the  time  she  claims  her  wife's 
benefit  or  at  the  time  her  "husband"  dies,  there  is  no  impediment  to 
legal  marriage.  This  recommendation  would  apply  only  to  hardship 
cases  in  which  the  couple  would  have  been  legally  married  except  for 
the  technicahty.  It  does  not  apply  to  couples  who  had  not  intended 
to  marry  or  who  are  legally  barred  from  marrying. 

Child's  insurance  benefits.— Under  the  present  provisions,  no  monthly 
benefits  can  be  paid  to  a  child  on  the  death  of  an  insured  mother  or 
stepparent  if  the  child's  father  is  either  Hving  in  the  same  household 
with  the  child  or  contributing  to  his  support.  Moreover,  no  benefits 
are  payable  to  a  child  on  the  death  of  an  insured  adult  who  stood  in 
loco  parentis  to  the  child  but  who  had  never  adopted  him.  Even  in 
cases  when  a  child  has  been  adopted,  no  benefits  may  be  paid  him  on 
the  adopting  parent's  record  unless  the  adoption  occurred  more  than 
12  months  before  the  death  of  the  adopting  parent  or,  in  case  of  that 
parent's  retirement,  36  months  before  the  child's  benefits  are  claimed. 

These  provisions  leave  many  situations  in  which  children  are  without 
insurance  protection  on  the  wage  record  of  the  person  who  actually 
supports    them.     The    Social  Security  Administration    recommends 

that: 

(a)  A  child  shall  be  eligible  for  child's  benefits  on  his  father's  or 
adopting  father's  wage  record  if  they  were  living  together,  or  if  the 
father  or  adopting  father  was  contributing  to  the  child's  support. 
No  time  limit  on  the  adoption  relationship  need  be  required,  since 
State  adoption  agencies  and  courts  commonly  require  a  waiting  period 
of  6  months  to  a  year  after  the  adults  take  a  child  before  adoption  is 
permitted.  This  precaution,  aimed  at  protecting  the  child,  wiU  at 
the  same  time  prevent  payment  of  social  security  benefits  until  actual 
dependency  on  the  adopting  parent  has  been  established. 
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(b)  If  the  child's  father  or  adopting  father  is  dead,  a  child  shall  be 
eligible  for  benefits  on  his  mother's  or  adopting  mother's  wage  record, 
as  is  the  case  at  present. 

(c)  If  the  child's  father  or  adopting  father  is  living,  a  child  shall  be 
eligible  for  benefits  on  his  mother's  or  adopting  mother's  wage  record 
in  cases  in  which  she  was  contributing  at  least  half  of  the  child's 
support,  or  if  her  employment  was  both  substantial  and  recent,  in 
which  case  it  may  reasonably  be  presumed  that  she  was  furnishing 
a  large  part  of  the  child's  support.  This  provision  recognizes  the 
importance  of  the  working  mother's  wages  to  the  welfare  of  her 
children, 

(d)  A  child  shaU  be  eligible  for  benefits  on  the  wage  record  of  a 
stepparent  if  the  child  was  living  with  or  receiving  at  least  half  his 
support  from  him,  and  a  child  living  with  and  receiving  at  least  half 
of  his  support  from  a  person  standing  in  loco  parentis  should  be 
eligible  for  benefits  on  the  wage  record  of  such  person.  The  parent- 
chUd  relationship  should  have  existed  for  a  year  before  the  death  of 
the  parent,  or  for  3  years  before  the  chUd's  benefits  on  the  record  of  a 
primary  beneficiary  are  claimed. 

Mother's  insurance  benefits. — Benefits  are  now  provided  for  a  widow 
under  age  65  if  she  has  in  her  care  an  entitled  child  of  her  deceased 
husband.  These  benefits  are  intended  to  enable  the  woman  to  remain 
at  home  to  care  for  the  children.  No  benefits  are  payable,  however, 
to  a  young  mother  if  she  and  the  wage  earner  were  divorced  before  his 
death,  even  though  she  had  been  receiving  her  chief  support  from  him 
and  though  child's  benefits  on  his  record  may  be  paid  to  their  children. 
The  Social  Security  Administration  believes  that  full  protection  is  not 
offered  to  orphaned  children  if  benefits  are  denied  their  mother  solely 
because  she  was  divorced  from  the  deceased  worker.  Benefits  equiva- 
lent to  the  "widow's  current  insurance  benefits"  ("mother's  insurance 
benefits"  would  be  a  better  term)  should  be  payable  to  a  divorced  and 
not  remarried  wife  of  a  deceased  worker  if  she  had  been  chiefly  sup- 
ported by  her  former  husband  since  the  divorce  and  if  she  has  one  or 
more  of  their  children  in  her  care. 

As  in  the  case  of  wife's  and  widow's  benefits,  mother's  insurance 
benefits  should  be  paid  even  though  the  marriage  was  defective  be- 
cause an  impediment  existed  at  the  time  the  ceremony  was  performed. 
Because  such  benefits  are  paid  for  the  welfare  of  the  child,  mother's 
insurance  benefits  should  be  paid  even  when  the  impediment  had  not 
been  removed  at  the  time  of  the  worker's  death.  The  Social  Security 
Administration  would  not,  however,  recommend  payment  of  aged 
widow's  benefits  in  such  cases. 

Lump— sum  payments. — ^At  present,  a  lump  sum  equal  to  six  times  the 
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amount  of  the  worker's  primary  insurance  benefit  is  paid  upon  the 
death  of  an  insured  worker,  if  he  is  not  survived  by  anyone  eUgible  in 
the  month  in  which  he  died  for  monthly  benefits  on  his  wage  record. 
This  provision  means  that  a  payment  intended  to  help  survivors  meet 
the  unusual  expenses  arising  from  the  worker's  last  illness  and  death  is 
not  available  to  famihes  that  receive  monthly  benefits,  though  their 
need  for  an  extra  amount  to  meet  such  expenses  is  as  great  as  that  of 
other  famihes.  Moreover,  in  some  cases  the  total  amount  of  monthly 
benefits  payable  to  the  family  is  less  than  the  lump-sum  payment 
would  have  been.  Such  is  the  case,  for  example,  when  the  youngest 
sm-vivmg  child  reaches  age  18  in  the  month  following  that  in  which 
his  father  died  or  when  the  child  and  mother  are  regularly  employed  in 
a  covered  job.  To  avoid  these  situations,  the  Social  Security  Ad- 
ministration recommends  that  the  lump  sum  be  paid  upon  the  death 
of  a  fully  or  currently  insured  worker,  whether  or  not  monthly  benefits 
could  be  payable  for  the  month  of  death. 

If  a  benefit  formula  such  as  that  suggested  by  the  Social  Security 
Administration  is  adopted,  lump  sums  that  are  six  times  the  primary 
benefit  would  be  unnecessarily  large  for  modest  burial  costs.  The 
Social  Security  Administration  beheves  that  reduction  to  three  times 
the  primary  benefit  would  be  advisable  if  the  benefit  formula  is  revised 
to  produce  the  proposed  level  of  monthly  benefits. 

Definition  of  wages.— The  definition  of  "wages"  deserves  reconsidera- 
tion in  a  number  of  particulars.  Failure  to  include  all  tips  and 
gratuities  in  "wages"  has  the  effect  of  substantially  reducing  the  size 
of  benefits  for  many  covered  workers.  The  exclusion  of  dismissal 
payments  that  an  employer  is  not  legally  required  to  pay  has  resulted 
in  a  loss  of  wage  credits  toward  benefits  without  any  offsettmg 
advantage  in  promoting  the  practice  of  making  such  payments. 
Other  ways  in  which  the  law  could  be  clarified  and  improved  have  to 
do  with  rethement  pensions  that  are  not  paid  under  a  plan  or  system, 
and  sickness,  accident,  medical,  and  hospitalization  benefits  paid 
directly  by  an  employer,  whether  or  not  pursuant  to  a  plan  or  system. 

Employer-Employee  Relationship 

When,  in  June  1947,  the  Supreme  Court  handed  down  its  opinion 
in  the  Silk  case,  it  was  believed  both  by  the  Treasury  Department 
and  the  Federal  Security  Agency  that  a  sound  and  practicable  test 
of  what  constitutes  employment  under  the  Social  Security  Act  had 
been  obtained.  It  was  thought  that,  under  this  test,  many  uncer- 
tainties formerly  encountered  in  determinmg  relationships  in  border- 
line cases  would  be  resolved.  According  to  the  Court,  the  test  to 
be  applied  is  one  of  "economic  reality"  based  upon  the  purposes  of 


Social  Security  Administration  HI 

the  social  security  program  and  the  conditions  it  was  intended  to 
remedy.  The  Court  listed  a  number  of  factors  to  be  weighed,  such 
as  degrees  of  control,  opportunities  for  profit  or  loss,  investment  in 
facilities,  permanency  of  the  relation  and  skill  of  the  individual,  and 
pointed  out  that  no  single  factor  is  controlling  but  that  the  total 
situation  surrounding  the  relationship  should  be  considered. 

As  a  result  of  the  Supreme  Court's  opinion,  the  Treasury  Depart- 
ment and  the  Federal  Security  Agency  collaborated  on  a  revision  of 
the  regulations  to  reflect  the  principles  of  the  economic  reaUty  test. 
Before  the  revised  regulations  could  be  made  effective,  however. 
Congress  passed  Public  Law  642  establishing  the  common-law  control 
test  as  the  sole  criterion  for  determinations  of  employment. 

In  the  short  period  since  the  law  was  passed,  it  has  become  apparent 
that  its  effect  is  a  restriction  of  coverage  as  compared  with  the  results 
which  would  have  existed  under  the  test  laid  down  by  the  Supreme 
Court.  The  present  difficulty  is  that,  in  most  borderline  situations, 
there  may  not  appear  to  be  sufficient  specific  indication  by  the  em- 
ployer of  the  manner  of  performing  the  details  of  service  to  support 
a  finding  of  control  and  therefore  a  finding  of  employment.  In  many 
of  these  cases,  however,  it  is  clear  that  with  respect  to  the  most 
significant  consideration  from  the  viewpoint  of  social  insurance,  that 
of  job  tenure,  the  individual  is  much  more  like  an  employee  than  like 
an  independent  businessman. 

The  Social  Security  Administration  urges  a  test  under  which  all 
individuals  who  as  a  matter  of  economic  reality  are  dependent  for 
their  livelihood  upon  the  services  they  perform  in  the  commercial  and 
industrial  enterprises  of  others,  would  be  covered  by  the  program  as 
employees.  Such  a  test  would  be  realistic,  and  recent  experiences 
indicate  that  it  could  be  uniformly  applied.  During  the  short  period 
between  the  Supreme  Court  decisions  and  the  passage  of  Public  Law 
642,  there  was  a  uniform  application  of  the  criteria  by  the  lower 
courts  and  a  uniform  understanding  by  the  Treasury  Department  and 
the  Federal  Security  Agency  in  the  administrative  results  of  the  test. 
We  therefore  recommend  the  repeal  of  sections  1  and  2  of  Public 
Law  642. 

To  ensure  uniformity  of  operation  under  the  Federal  Insurance 
Contributions  Act  and  under  title  II  of  the  Social  Security  Act,  both 
agencies  are  taking  steps  to  establish  a  coordination  committee  com- 
posed of  the  Attorney  General,  the  Secretary  of  the  Treasury,  and  the 
Federal  Security  Administrator  to  consider  differences  among  the 
administrative  agencies  with  respect  to  the  provisions  common  to  the 
tax  and  benefit  laws.  The  existence  of  such  a  committee  is  expected 
to  be  advantageous  under  any  definition  of  "employee"  and  under  an 
expanded  program  as  well  as  under  one  with  limited  coverage. 
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Modifications  for  Extended  Coverage 

The  old-age  and  survivors  insurance  program  has  now  been  in 
operation  for  about  12  years.  If,  after  such  a  lapse  of  time,  additional 
occupational  groups  are  brought  under  coverage,  adjustments  must 
be  made  m  the  eligibihty  requirements  for  receipt  of  benefits  and  m 
the  method  of  computing  the  average  monthly  wage.  Without  such 
adjustments,  extension  of  coverage  will  not  provide  for  the  workers 
affected  as  much  security  as  the  program  should  offer  or  as  much  as 
it  does  offer  for  those  initially  covered.  Without  such  adjustments, 
a  larger  proportion  of  the  older  workers  in  the  newly  covered  occupa- 
tions would  have  only  limited  opportunities  to  become  insured,  and 
those  who  did  manage  to  qualify  would  receive  very  low  benefits,  as 
would  also  the  survivors  of  newly  covered  workers. 

Eligibility.— Under  the  present  act  a  worker  is  eligible  for  rethe- 
ment  benefits  at  or  after  age  65  if  he  has  half  as  many  quarters  of 
coverage  as  the  number  of  calendar  quarters  which  have  elapsed  since 
1936  (or  after  the  quarter  in  which  he  attained  age  21  if  that  is  later) 
and  up  to  the  quarter  in  which  he  attained  age  65,  or  if  he  has  40 
quarters  of  coverage.  A  quarter  of  coverage  is  a  calendar  quarter  m 
which  the  worker  was  paid  wages  of  at  least  $50  in  employment 
covered  by  the  act.  No  worker  may  be  ehgible  for  benefits  with  less 
than  6  quarters  of  coverage. 

When  the  program  is  extended  to  cover  additional  occupations,  the 
eligibility  requirements  should  be  changed  in  order  that  newly  covered 
workers  who  are  nearing  retirement  age  may  have  a  reasonable  oppor- 
tunity to  qualify  for  benefits.  The  problem  is  essentially  that  which 
confronted  the  legislators  in  amending  the  act  in  1939,  namely,  how  to 
make  it  possible  for  older  workers  to  qualify  quickly  without  estabhsh- 
mg  so  liberal  a  requirement  that,  in  the  long  run,  persons  only  casually 
in  the  labor  force  could  become  insured.  If  coverage  is  not  made 
universal  at  one  time,  this  problem  will  arise  at  each  new  extension  of 
coverage. 

Several  proposals  for  modifying  the  eligibility  requirements  have 
been  made.  None  would  have  any  material  effect  on  eligibihty  in  the 
long  run  because  persons  who  begin  their  work  hves  in  covered 
employment  will  normally  have  40  quarters  of  coverage  long  before 
they  reach  age  65.  The  Advisory  Council  on  Social  Security  has 
recommended  that,  when  coverage  is  extended,  a  person  be  fully 
msured  if  he  has  1  quarter  of  coverage  for  each  2  elapsing  after  the  date 
of  extension  of  coverage,  rather  than  after  1936,  and  before  he  attains 
age  65.  The  minunum  of  6  and  the  maxunum  of  40  quarters  of  cover- 
age would  be  retained.  This  new  start  would,  temporarily,  greatly 
hberalize  eligibility  provisions  for  persons  who  have  never  been  in  the 
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newly  covered  occupations  as  well  as  for  older  workers  in  such 
occupations. 

This  temporary  liberalization  for  persons  for  whom  it  is  not  pri- 
marily intended  is  a  lesser  defect  than  failure  to  liberalize  eligibility 
requirements  for  older  workers  newly  covered  under  the  program. 
However,  it  does  place  at  a  relative  financial  disadvantage  those  per- 
sons who  have  contributed  since  the  beginning  of  the  program.  This 
discrimination  against  them  would  be  aggravated  if  coverage  were 
extended  to  different  occupations  at  different  times  and  if  such 
liberalization  were  repeated  on  each  such  occasion. 

Unless  essentially  complete  coverage  is  enacted  at  one  time,  a  better 
method  of  modifying  the  eligibility  requirements  for  the  older  workers 
would  be  to  permit  any  worker  (or  his  survivors)  to  qualify  for  benefits 
if  the  worker  had  1  quarter  of  coverage  for  each  4  quarters  elapsing 
after  1936  (or  age  21  if  later)  in  place  of  the  present  ratio  of  1  out  of  2. 
If  coverage  is  not  too  long  delayed,  this  method  would  not  be  too 
severe  a  requirement  even  for  workers  nearing  retirement  age.  As  of 
January  1,  1949,  a  worker  would  need  only  12  quarters  of  coverage 
instead  of  the  24  quarters  that  he  would  need  under  the  present  provi- 
sions to  be  fully  insured  (for  persons  reaching  age  65  on  that  date) .  It 
is  more  than  was  required  of  persons  aged  65  or  over  in  1940,  but  that 
disadvantage  is  offset  by  the  fact  that  many  persons  normally  in  non- 
covered  employment  have  some  quarters  of  coverage.  Still  another 
possibility  would  be  to  introduce,  as  an  alternate  to  the  present  pro- 
vision, a  requirement  of  20  quarters  of  coverage  within  the  40  quarters 
immediately  preceding  death  or  retirement. 

Average  monthly  wage. — Unless  extension  of  coverage  is  accompanied 
by  some  modification  in  the  method  of  computing  the  average  monthly 
wage,  on  which  benefit  amounts  are  based,  the  benefits  payable  to 
individuals  in  the  newly  covered  groups  will  be  extremely  low  for  some 
time  to  come.  At  present,  the  average  monthly  wage  is  computed  as 
total  covered  wages  divided  by  the  number  of  months  elapsing  between 
1936  and  the  calendar  quarter  in  which  death  or  entitlement  to  benefits 
occurred  (excluding  quarters  before  age  22  in  which  wages  were  less 
than  $50).  Lack  of  wages  from  covered  employment  in  any  part  of 
this  elapsed  period  reduces  the  average  monthly  wage.  The  reduction 
would  be  very  severe  for  individuals  who  are  brought  into  coverage 
after  the  program  has  been  in  operation  for  12  years  or  more,  and 
benefits  for  the  older  members  of  these  newly  covered  groups  would  be 
at  or  near  the  minimum.  Th e  proposal  to  modify  ehgibility  provisions 
for  these  groups  would  mean  much  less,  in  terms  of  their  protection,  if 
there  were  no  corresponding  change  in  the  method  of  calculating  the 
average  monthly  wage. 
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There  are  several  ways  in  whicti  computation  of  the  average  monthly 
wage  might  be  modified  to  ease  or  remove  the  handicaps  of  late  en- 
trance into  the  insurance  system.  One  method,  suggested  by  the 
Advisory  Council  as  an  alternative  to  the  present  provision,  would 
be  to  compute  each  individual's  average  wage  over  a  period  beginning 
with  the  date  of  coverage  extension,  if  this  procedure  would  be  more 
favorable  in  his  case.  However,  this  method  does  not  remedy  the 
inherent  difficulties  of  an  average  monthly  wage  based  on  a  hfetime's 
earnings.  A  more  satisfactory  method  would  be  to  base  the  average 
monthly  wage  on  the  wages  in  an  individual's  5  consecutive  years  of 
highest  earnings.  In  the  usual  case,  this  would  mean  years  not  long 
before  his  death  or  retirement,  since  the  trend  of  wages  is  generally 
upward  over  a  period  of  years.  It  would  help  keep  benefits  reason- 
ably  related  to  wage  loss  and  would  provide  a  realistic  indication  of 
an  individual's  full-time  wages.  The  desirable  differentiation  between 
the  benefit  amounts  of  workers  who  are  regularly  in  covered  employ- 
ment and  those  who  have  the  same  average  over  the  5  high  years  but 
who  are  out  of  covered  employment  for  some  part  of  their  working 
lives  should  be  made  by  a  method  which  does  not  distort  the  concept 
of  the  average  monthly  wage.  For  example,  a  worker  who  spends 
only  half  the  available  years  in  covered  employment  should  receive 
only  half  as  large  a  benefit  as  one  who  had  the  same  average  monthly 
wage  in  his  high  5  years  and  worked  the  full  time  under  the  system. 

Minimum  benefits.— Vnder  the  present  law,  the  minimum  amount 
of  monthly  benefits  payable  with  respect  to  an  individual's  wages  is 
$10.  With  the  increased  cost  of  living,  $10  represents  much  less  in 
purchasing  power  than  it  did  in  1939  when  this  minimum  benefit  w^as 
estabHshed.  If  the  program  is  extended  to  cover  nearly  all  gainful 
work,  and  particularly  if  the  benefit  formula  is  liberalized,  very  few 
individuals  who  depended  on  gainful  work  for  a  livelihood  would 
quahfy  for  benefits  of  less  than  $25  a  month.  For  the  relatively 
few  individuals  whose  earnings  were  so  low  as  to  qualify  them  for  no 
more  than  minimum  benefits,  a  higher  amount  is  needed  for  basic 
security.  If  coverage  were  widely  extended,  the  Social  Security 
Administration  recommends  that  the  minimum  primary  benefit  be 
made  $25.  This  would  assure  a  man  and  his  eligible  wife  a  minimum 
combmed  benefit  of  $37.50.  The  cost  of  such  an  increase  under  nearly 
universal  coverage  would  be  relatively  slight. 

Extension  of  veterans'  protection. — Section  210  of  the  Social  Security 
Act,  added  in  1946,  was  designed  to  bridge  the  gap  in  the  provisions  for 
survivors  of  World  War  II  veterans  caused  by  their  service  in  the 
armed  forces  during  the  war.  Briefly,  it  guarantees  protection  to  the 
survivors  of  veterans  who  die  within  3  years  of  their  discharge  from 
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World  War  II  service.  Three  years  was  considered  sufficient  to 
allow  the  veteran  to  gain  or  regain  insurance  protection  on  the  basis 
of  his  earnings  in  civilian  employment. 

Notwithstanding  this  special  protection  for  survivors,  veterans 
remain  at  some  disadvantage  under  the  program  because  of  their 
military  service.  The  recommendations  of  the  Social  Security  Ad- 
ministration for  extension  of  coverage  and  for  corollary  modifications 
in  the  provisions  relating  to  insured  status  and  average  monthly  wage 
would,  in  the  long  run,  practically  elimmate  this  disadvantage.  In 
the  period  immediately  following  the  coverage  extension,  however, 
many  veterans  working  in  newly  covered  jobs  would  remain  uninsured 
for  a  time.  It  might  be  desirable,  therefore,  in  connection  with  a 
broad  extension  of  coverage,  to  extend  section  210  so  as  to  assure 
survivor  protection  under  the  program  until  the  veteran  has  had  a 
reasonable  opportunity  to  reacquire  insured  status.  The  period  of 
guaranteed  protection  might  be  extended  to  apply  without  a  break 
from  the  date  of  the  serviceman's  discharge  from  military  service 
until,  say,  3  years  after  the  coverage  extension  is  effective.  Extension 
of  section  210  on  a  temporary  basis  would  be  desirable  only  if  simul- 
taneously there  were  a  general  extension  of  coverage. 

Cash  Benefits  for  Disability 

The  extent  of  present  protection  afforded  under  public  programs 
against  the  hazard  of  income  loss  due  to  disability  has  already  been 
discussed  in  an  earlier  part  of  this  report,  which  pointed  out  that, 
except  for  certain  governmental  employees,  railroad  workers,  and  the 
wage  earners  in  three  States  who  are  covered  by  cash  sickness  benefit 
provisions  linked  with  unemployment  compensation,  employed  persons 
generally  have  no  adequate  protection  against  non-work-connected 
temporary  disability.  Similarly,  except  for  veterans  and  for  select 
groups  of  workers  who  have  permanent  total  disabihty  protection 
under  special  retirement  systems,  there  is  no  protection  generally 
available  to  the  working  population  against  long-term  disabilities  which 
are  not  work-connected.  Private  insurance  to  furnish  substantial 
protection  against  income  loss  from  illness  or  disability  is  beyond  the 
means  of  most  workers,  and  personal  savings  are  seldom  sufficient 
to  tide  a  family  over  a  long  period  of  disability.  Each  day  about  2 
million  persons  recently  in  the  labor  force  are  kept  from  working  by 
a  disability  which  has  lasted  less  than  6  months,  and  2  million  or  more 
persons  aged  14-64  who  otherwise  would  be  gainfully  employed  are 
afflicted  with  serious  disabilities  which  have  already  continued  for 
more  than  6  months.  In  the  opinion  of  the  Social  Security  Adminis- 
tration, comprehensive  protection  against  wage  loss  caused  by  dis- 
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ability  can  be  made  generally  available  only  through  a  government 
approach.. 

The  social  costs  which  must  inevitably  result  from  further  post- 
poning the  estabhshment  of  a  general  disabihty  insurance  program  are 
clearly  apparent.  These  costs  are  measured  in  terms  ol  the  destitution 
of  many  families,  large  public  assistance  expenditures,  and,  for  a  sub- 
stantial number  of  workers  with  extended  disabihties,  a  loss  of  the 
benefits  of  the  social  insurance  system  toward  which  they  have  con- 
tributed. From  the  statistics  gathered  by  private  and  public  welfare 
agencies,  it  is  clear  that  the  economic  burden  of  disease  and  injury 
falls  most  heavily  on  those  least  able  financially  to  bear  it.  Studies 
of  the  Social  Security  Administration  show  that  disability  is  a  very 
significant  factor  causing  the  continued  expenditure  of  public  and 
private  funds  for  the  relief  of  destitution. 

Progress  in  pubhc  health  and  medical  science  over  many  decades 
has  resulted  in  a  marked  decrease  in  some  of  the  acute  illnesses  that 
were  formerly  leading  causes  of  death.  Today  death  occurs  increas- 
ingly at  older  ages,  frequently  after  an  extended  period  of  incapacitat- 
ing illness.  Moreover,  while  the  presence  of  an  ever-increasing  pro- 
portion of  older  people  in  the  population  directs  especial  attention  to 
permanent  disabihty  among  middle-aged  and  older  workers,  the 
plight  ol  younger  disabled  workers  is  of  equally  grave  concern  because 
of  the  larger  number  of  family  members,  especially  young  children, 
dependent  on  them  for  support. 

It  is  inconsistent  to  protect  a  worker  against  wage  loss  due  to  lack 
of  work  or  old  age  and  to  leave  him  unprotected  when  he  suffers  a 
wage  loss  due  to  ilhiess  or  extended  disability.  Disabihty  is  an  even 
greater  hazard  to  the  worker  and  his  family  than  unemployment, 
death,  or  forced  rethement,  because  illness  entails  not  only  cessation 
of  income  but  also  medical  expenses.  Voluntary  health  and  welfare 
plans  are  developing  throughout  the  country  as  a  result  of  the  failure 
to  provide  comprehensive  compulsory  protection  against  wage  loss 
due  to  illness  and  permanent  disabihty.  Experience  has  indicated 
that  compulsory  coverage  will  provide  basic  protection  to  a  much 
broader  group  at  less  over-all  cost  than  any  voluntary  efforts  will 
ensure.  It  took  40  years  for  all  States  to  enact  workmen's  compen- 
sation laws  without  encouragement  by  the  Federal  Government.  If, 
within  the  foreseeable  future,  workers  thi'oughout  the  country  are  to 
obtain  protection  against  wage  loss  due  to  disabihty,  there  is  need  for 
action  by  the  Federal  Government  now. 

The  problems  involved  in  providing  against  the  risk  of  income  loss 
due  to  disabihty  are  basically  the  same  as  those  involved  in  the  risks 
already  covered  by  the  Federal  social  insurance  system.  Disabihty, 
while  unpredictable  in  any  individual  case,  is  predictable  for  a  large 
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group.  Insurance  against  loss  of  wages  during  periods  of  incapacity 
is  a  risk  successfully  covered  by  social  insurance  in  many  other  coun- 
tries. In  the  United  States  the  various  special  public  retirement 
systems,  the  programs  for  raihoad  workers,  the  veterans'  program, 
workmen's  compensation,  the  State  cash  sickness  insurance  programs, 
and  commercial  insurance  have  provided  valuable  experience  in  the 
administration  of  disability  benefit  programs.  Moreover,  a  decade 
of  experience  w\th  Federal  old-age  and  survivors  insurance  has  demon- 
strated that  basic  family  protection  for  all  workers  through  compulsory 
contributory  social  insurance  is  in  harmony  with  the  American  way 
of  Ufe  and  that  a  firm  and  successful  administrative  foundation  exists 
upon  which  to  build  the  new  benefit  program. 

Integration  of  disability  insurance  with  old-age  and  survivors 
insurance. — Employees  who  are  disabled  for  their  regular  employ- 
ment for  7  consecutive  days  or  longer  by  reason  of  illness  or  injury 
should  receive  weekly  cash  benefits  to  partially  replace  their  loss 
of  earnings.  These  benefits  should  be  payable  if  the  wage  earner 
has  earned  substantial  wages  during  a  recent  period.  The  benefit 
amount  should  be  related  to  recent  wages  and  should  be  increased 
if  the  worker  has  dependents.  The  payments  should  continue  for 
a  stated  maximum  period  of  time  and,  in  any  event,  should  terminate 
when  the  worker  becomes  eligible  for  monthly  benefits  for  extended 
disability  or  recovers. 

During  any  disability  which  lasts  less  than  6  months,  a  person 
should  be  considered  disabled  if  he  cannot  engage  in  his  usual  work. 
For  example,  a  watchmaker  with  a  broken  wrist  would  be  considered 
disabled  until  he  could  resume  his  own  job,  even  though  he  might  be 
able  to  work  as  a  messenger.  Insured  women  should  be  entitled  to 
benefits  for  a  stated  period  before  and  after  childbirth,  without  an 
explicit  test  of  incapacity,  if  the  mother  stops  working.  The  defini- 
tion of  disability  should  be  broad  enough  to  include  periods  of  time 
when,  on  medical  advice,  an  individual  is  not  working,  including  periods 
of  convalescence.  Eeasonable  compensation  for  time  lost  because 
of  treatment  and  cure  will  encourage  the  individual  to  seek  medical 
care  promptly;  this  prompt  care  will  help  to  reduce  the  length  and 
seriousness  of  major  illnesses  and,  in  the  long  run,  increase  the  volume 
of  man-hours  of  labor  and  productivity. 

The  weekly  benefit  amount  for  periods  of  disabihty  lasting  6  months 
or  less  should  be  designed  to  tide  the  worker  and  his  family  over 
relatively  brief  periods  of  sickness  and  permit  him  to  make  the 
necessary  adjustments  in  his  financial  and  other  living  conditions 
if  it  appears  that  he  will  be  disabled  for  a  long  stretch.  During  short 
illnesses,  most  regular  living  expenses  cannot  be  deferred  or  substan- 
tially reduced,  and  benefits  should  be  geared,  therefore,  to  the  Individ- 


118  Annual  Report,  Federal  Security  Agency,  1948 

ual's  recent  wages  and  the  number  of  his  dependents.  For  a  single 
individual,  weekly  benefits  should  approximate  50  percent  of  recent 
full-time  wages  up  to  a  maximum  of  about  $30  a  week  and,  with 
additional  allowances  for  dependents,  the  maximum  for  an  individual 
with  three  or  more  dependents  probably  should  not  be  lower  than  $45. 

Monthly  cash  benefits  should  be  payable  to  insured  workers  afflicted 
with  serious  disablements,  when  loss  of  earning  capacity  is  so  great 
that  the  worker  disabled  for  more  than  6  months  is  no  longer  capable 
of  any  substantially  gainful  employment.  To  be  insured  for  such 
long-term  monthly  benefits,  a  disabled  worker  should  be  required  to 
have  had  both  substantial  earnings  over  a  long  period  and  fairly 
recent  covered  employment.  This  insurance  protection  should  be 
available  to  workers  who  are  dependent  on  wages  or  on  income  from 
self-employment. 

Benefits  should  be  based  on  the  earnings  record  and  benefit  formula 
appHcable  to  old-age  and  survivors  insurance.  In  addition  to  the 
benefit  paid  a  worker  with  an  extended  disabihty,  dependents'  bene- 
fits should  be  paid  to  his  wife,  if  she  has  a  young  child  in  her  care 
or  has  reached  age  60,  and  to  his  dependent  children.  Dependents' 
benefits  should  be  computed  in  the  same  way  as  those  for  dependents 
of  retired  workers.  Very  real  hardships  and  serious  program  inad- 
equacies would  be  created  if  disabled  workers  with  one  or  more  family 
dependents  were  required  to  five  on  the  primary  benefit  alone.  The 
benefit  formula  for  primary  beneficiaries  has  been  estabhshed  under 
the  presumption  that  additional  amounts  for  dependents  will  be  pro- 
vided. In  view  of  the  added  medical  expenses  and  other  special  costs 
arising  from  disablement,  it  would  be  unrealistic  to  expect  that  the 
famihes  of  disabled  beneficiaries  could  make  ends  meet  on  primary 
benefits  alone. 

RehabiHtation  provisions  are  essential  to  the  efiicient  functioning 
of  an  extended  disabihty  benefit  system.  It  should  be  a  major  aim 
of  the  program  to  facihtate  the  individual's  return  to  productive  work 
and  to  encourage  him  to  use  whatever  earning  abihty  he  may  have  or 
can  develop.  Physical  restoration  and  vocational  rehabihtation  may 
frequently  lead  to  the  development  of  new  skills  or  discovery  of  new 
areas  of  gainful  employment.  A  substantial  reduction  in  the  ag- 
gregate benefit  costs  of  the  program  may  be  expected  from  such  re- 
habilitation acti  Wties,  and  in  a  considerable  number  of  cases  the  amount 
of  benefits  saved  will  far  exceed  the  costs  of  rehabilitation.  There- 
fore, expenditures  from  the  trust  fund  should  be  authorized  to  furnish 
necessary  services  to  beneficiaries  who  it  appears  may  again  be  made 
self-supporting. 

Disabihty  benefits  should,  of  com-se,  be  terminated  if  the  bene- 
ficiary recovers  or  is  rehabihtated.     Periodic  reexaminations  should 
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also  be  required  to  assure  that  unreported  instances  of  recovery  are 
promptly  discovered. 

Facilities  of  the  Bureau  of  Old-Age  and  Survivors  Insurance,  in- 
cluding its  wage  records  system  and  the  field  and  area  oflSces  where 
retirement  and  death  claims  are  processed,  could  be  readily  adapted 
to  the  function  of  administering  disability  insurance.  Decided  opera- 
ting advantages  would  arise  from  this  integration. 

First  of  all,  coverage  of  employees  could  be  made  identical  for  old- 
age  and  survivors  insurance  and  disability  insurance.  If  this  were 
done,  employers  would  keep  one  set  of  records;  they  would  obtain 
a  single  ruling  on  questions  of  employment  relationship;  and  they 
would  prepare  a  single  wage  report  covering  old-age,  survivor,  and 
disability  insurance.  One  wage  record  system  and  one  administrative 
and  field  organization  would  service  all  these  programs.  Contribu- 
tions would  go  into  a  single  trust  fund,  thus  providing  greater  flexibility 
in  financing  costs. 

If  old-age  and  survivors  insurance  and  disability  insurance  were 
combined,  the  public  also  would  be  benefited  in  having  one  field  office 
to  go  to  for  filing  claims  and  for  general  information. 

Program,  as  well  as  administrative,  integration  could  be  achieved 
by  expanding  the  old-age  and  survivors  insurance  system  to  include 
disability  protection.  Changes  could  be  made  in  the  present  law 
to  "freeze"  the  insured  status  of  a  worker  at  the  time  he  becomes 
entitled  to  extended  disability  benefits  so  that  he  will  remain  insured 
for  other  benefits,  such  as  retirement  or  death  benefits,  which  may  be 
payable  on  his  earnings  record.  Furthermore,  provision  could  be 
made  to  eliminate  gaps  between  temporary  and  extended  disability 
benefits  so  that  there  could  be  continuous  protection  throughout  the 
course  of  a  long  or  permanent  disablement. 

Report  of  Advisory  Council  on  Social  Security. — On  May  8,  1948,  the 
Advisory  Council  on  Social  Security  presented  to  the  Senate  Com- 
mittee on  Finance  a  report  recommending  the  adoption  of  insurance 
against  permanent  total  disability.  The  Advisory  Council  recom- 
mended that  the  proposed  disability  insurance  program  be  similar 
to,  and  closely  integrated  with,  the  present  old-age  and  survivors 
insurance  program,  with  the  two  programs  administered  as  a  single 
system  but  with  very  strict  eligibility  and  limited  benefit  provisions 
for  disability  insurance.  Both  the  seriousness  of  the  problem  of  long- 
term  disability  and  the  social  disadvantages  of  compelling  the  dis- 
abled to  depend  upon  public  assistance  led  the  Council  to  conclude 
that  the  method  of  contributory  social  insurance,  with  benefits  re- 
lated to  prior  earnings  and  awarded  without  a  needs  test,  was  the 
most  desirable  approach  to  the  problem  of  providing  against  earnings 
losses  arising  from  permanent  total  disability. 
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The  program  recommended  by  the  Advisory  Council,  although 
exceedingly  strict  in  its  eligibihty  requirements,  constitutes  a  basis 
on  which  to  proceed  with  consideration  of  legislation.  Failure  to 
provide  for  dependents'  benefits  upon  the  introduction  of  the  new 
total  disability  program,  however,  would  create  serious  benefit 
inadequacies.  In  this  respect  as  well  as  in  some  other  details,  such 
as  the  eligibility  requirements,  the  Social  Security  Administration 
beheves  that  certain  proposals  of  the  Council  should  be  modified. 
These  changes  could  be  made  without  foregoing  any  necessary  safe- 
guards, while  at  the  same  time  assuring  that  the  proposed  program 
will  not  be  so  severely  restricted  in  its  scope  as  to  protect  only  a  very 
limited  proportion  of  the  workers  who  need  this  insurance. 

The  report  of  the  Advisory  Council  was  the  latest  in  a  long  series  of 
studies  pointing  to  the  need  for  extended  disability  insurance.  A 
decade  before,  an  earlier  Advisory  Council  to  the  Senate  Finance  Com- 
mittee had  reported  on  the  social  desirabihty  of  permanent  total 
disabihty  insurance  benefits,  leaving  open,  however,  the  question  of 
timing  the  introduction  of  such  benefits.  Since  1940  the  Social 
Security  Administration  has  repeatedly  called  attention  to  the  serious 
consequences  arising  from  the  lack  of  such  insurance  and  has  recom- 
mended measures  to  correct  this  grave  weakness  in  the  Federal  social 
insurance  program.  Over  the  years,  many  organizations  have  en- 
dorsed a  Federal  program  of  disability  insurance.  These  include  the 
National  Planning  Association,  which  represents  agriculture,  business, 
and  labor;  major  labor  groups,  particularly  the  American  Federation 
of  Labor  and  the  Congress  of  Industrial  Organizations;  the  National 
Farm  Labor  Union;  the  National  Farmers  Union;  the  Ohio  State 
Grange;  the  American  Public  Welfare  Association;  the  Fraternal 
Order  of  Eagles;  the  Council  for  Social  Action  of  the  Congregational 
Christian  Churches;  the  National  Conference  of  Cathohc  Charities; 
the  National  Council  of  Jewish  Women;  and  the  American  Foundation 
for  the  Blind.  The  American  Medical  Association  has  also  endorsed 
the  principle  of  insurance  against  loss  of  wages  due  to  disability. 

Assistance  as  an  alternative  to  disability  insurance. — The  suggestion 
has  been  made  on  occasion  that  insecurity  caused  by  extended  dis- 
abihty can  best  be  met  through  public  assistance  financed  with  the 
aid  of  Federal  grants.  Such  a  plan  would  provide  for  special  assist- 
ance payments  to  needy  disabled  persons  and  their  famihes  when 
failure  of  income  and  exhaustion  of  other  resources  have  reduced 
them  to  a  condition  of  need.  The  Social  Security  Administration 
does  not  believe  that  this  is  the  most  satisfactory  approach.  Funda- 
mentally, social  insurance  supports  and  stimulates  the  incentive  of 
the  individual  to  build  up  private  savings  in  addition  to  the  security 
he  has  under  the  insurance  system.    Through  the  contributory  insur- 
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ance  method,  recognition  is  given  to  wage  differentials,  to  different 
degrees  of  productive  effort,  and  to  the  democratic  values  of  dignity 
and  self-respect  that  come  to  beneficiaries  from  the  knowledge  that 
social  insurance  benefits  are  an  earned  right.  Even  more,  the  con- 
tributory aspect  gives  stability  and  financial  strength  to  the  system. 
In  contrast  to  these  advantages  inherent  in  contributory  social  insur- 
ance, public  assistance  is  subject  to  distinct  limitations.  Financed 
through  general  taxation,  public  assistance  payments  are  made  only 
to  needy  people,  and  any  income  or  resources  of  these  people  have 
to  be  taken  into  account  in  determining  the  amount  of  the  payment. 
While  public  assistance  has  an  essential  and  complementing  role  to 
fill  in  the  social  security  program,  it  is  not  a  substitute  for  the  insur- 
ance method;  it  should  be  confined  to  areas  in  which  that  method  is 
inadequate  to  meet  residual  needs. 

Financing  an  Expanded  Program 

To  assure  funds  ample  to  finance  benefit  payments  not  only  in  the 
years  immediately  ahead  but  also  in  the  more  distant  future,  a  long- 
range  plan  of  financing  should  be  developed.  When  practically  the 
entire  gainfully  employed  population  and  their  dependents  are  cov- 
ered, provision  for  a  Government  contribution,  as  well  as  contribu- 
tions of  employers  and  employees,  becomes  equitable  and  appropriate. 
The  Government  contribution  would  be  partly  offset  by  the  reduction 
in  costs  of  public  aid,  particularly  because  of  the  inclusion  of  per- 
manent disability  benefits.  How  the  ultimate  cost  of  benefits  under 
an  expanded  system  of  old-age,  survivors,  and  disability  insurance  is 
distributed  among  employers,  employees,  and  the  Government  should 
be  determined  by  the  degree  to  which  coverage  is  extended  and  by  the 
methods  used  in  financing  other  types  of  social  insurance  benefits. 


Unemployment  Insurance 


Economic  activity  continued  on  a  high  level  during  the  fiscal  year 
1948,  and  production  continued  to  increase.  The  national  income 
totaled  $212  billion,  as  compared  with  $193  billion  in  the  preceding 
12  months.  The  monthly  index  of  industrial  production  averaged 
about  five  points  higher  than  in  the  preceding  year.  The  demand  for 
steel,  automobiles,  and  building  construction  provided  the  main 
stimulus  to  economic  activity.  Expenditures  for  new  plant  and 
equipment  maintained  a  record  level. 

The  postwar  boom  had  seemingly  reached  its  peak  by  the  spring  of 
1947,  when  the  demand  for  textile,  rubber,  and  leather  goods  fell  off. 
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By  midsummer,  however,  new  demand  factors  appeared;  faltering 
industries  rallied,  construction  gained  momentum,  and  automobile  and 
steel  production  continued  at  peak  capacity.  The  uncertainty  about 
future  economic  developments  created  by  the  break  in  price  of  com- 
modity futures  during  February  1948  was  rapidly  dispelled  by  con- 
tinuing high  consumer  demand.  Employment  maintained  record 
levels  throughout  the  fiscal  year,  reaching  an  all-time  peak  of  61.3 
million  in  June  1948. 

The  high  demand  for  goods  and  services  was  reflected  in  a  steady 
advance  in  prices.  Even  when  the  price  of  commodity  futures  broke 
and  agricultural  prices  declined,  the  prices  of  other  products,  such  as 
worsted  fabrics  and  semifinished  steel,  continued  to  rise.  The  whole- 
sale price  index  at  the  end  of  June  was  approximately  12  percent 
higher  in  1948  than  in  1947. 

The  total  labor  force  including  the  armed  forces  continued  to  expand 
and  averaged  about  62.0  milHon,  nearly  1  million  more  than  during  the 
preceding  fiscal  year.  Approximately  two-thirds  of  this  increase  was 
due  to  natural  growth,  while  the  remaining  300,000  represented  a  re- 
absorption  into  the  labor  force  of  veterans  and  the  return  of  some 
individuals  who  had  withdrawn  from  the  labor  force  after  the  end  of 
the  war.  Civilian  employment  was,  on  the  average,  about  1.5  million 
higher  than  during  the  preceding  12  months. 

Unemployment  averaged  about  2.1  million,  or  150,000  below  the 
preceding  year's  average,  and  what  unemployment  occurred  was  due 
primarily  to  the  normal  frictional  factors  in  the  economy.  The  dis- 
placement of  war  workers  by  others  with  higher  skills  and  by  veterans, 
a  situation  that  was  prevalent  during  the  reconversion  period,  had 
come  to  an  end,  and  by  the  fiscal  year  1948  the  labor  force  had  re- 
covered considerable  stabiHty.  The  seasonal  pattern  of  unemploy- 
ment, characteristic  of  a  high-level  peacetime  economy,  began  to 
assert  itself.  Unemployment  reached  2.6  million  during  the  summer  of 
1947,  principally  because  students  became  available  for  work  during 
the  vacation  period,  but  declined  to  a  low  of  1.6  milHon  by  November. 
At  the  end  of  December  the  effects  of  the  seasonal  decline  in  trade, 
construction,  lumber,  and  other  such  industries  were  becoming 
evident,  and  extremely  severe  weather  conditions  and  fuel  shortages 
during  February  and  March  added  to  the  disruption  of  production. 
Unemployment  rose  to  2.6  million  in  February  but  by  May  had  de- 
clined to  1.8  million  or  200,000  less  than  in  the  preceding  May.  In 
June  the  influx  of  students  into  the  labor  market  caused  unemploy- 
ment to  rise  by  almost  half  a  million,  but  the  number  of  unemployed 
persons  was  371,000  below  the  figure  for  June  1947. 

Various  Congressional  measures  enacted  during  the  year  affected 
the  unemployment  insurance  program  significantly.     The  only  ac- 
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tions  affecting  coverage  were  designed  to  limit  it.  Congress  enacted 
Public  Law  492  excluding  from  both  the  Federal  Unemployment  Tax 
Act  and  the  Federal  Insurance  Contributions  Act  all  newspaper  and 
magazine  vendors  whose  compensation  is  based,  wholly  or  partly,  on 
the  difference  between  the  purchase  and  the  sale  price  of  their  stock. 
Previously,  such  employees  had  been  excluded  only  when  they  were 
under  18  years  of  age.  Congress  also  passed  Public  Law  642,  the 
declared  purpose  of  which  was  "to  maintain  the  status  quo  in  respect  of 
certaia  employment  taxes  .  .  ."  This  act  excludes  from  the  Federal 
Insurance  Contributions  and  Federal  Unemployment  Tax  Acts  all  in- 
dividuals who,  under  the  usual  common-law  rules,  have  the  status  of 
independent  contractors  or  are  not  employees.  Such  action,  it  is 
estimated,  excluded  from  the  Federal  Unemployment  Tax  Act  about 
500,000  individuals  who  had  been  employees  in  the  light  of  Supreme 
Court  decisions  handed  down  in  June  1947  in  the  Silk,  Greyvan,  and 
Bart  els  cases. 

Coverage  of  State  unemployment  insurance  laws  does  not  neces- 
sarily have  to  conform  to  the  coverage  of  the  Federal  Unemployment 
Tax  Act  although  States  have  generally  maintained  a  close  similarity 
to  the  Federal  coverage.  At  present,  in  defining  the  employer-em- 
ployee relationship  that  constitutes  covered  "employment,"  most 
State  unemployment  insurance  laws  use  terms  similar  to  those  sug- 
gested by  the  Supreme  Court  and  broader  than  the  common-law 
master-servant  concept.  Employers  of  workers  covered  under  the 
broader  test  are  therefore  relieved  of  paying  the  Federal  tax  but  are 
still  obliged  to  pay  the  State  unemployment  insurance  taxes. 

Congress  also  amended  (Public  Law  744)  the  financing  provisions 
of  the  railroad  unemployment  insurance  law  during  the  year  by  pro- 
viding for  flat-rate  reductions  with  rates  varying  from  0.5  percent 
when  the  reserve  fund  is  $450  million  or  more  to  3  percent,  the  former 
standard  rate,  when  the  fund  is  less  than  $250  million.  With  the 
fund  nearly  a  billion  dollars,  railroad  employers  will  pay  a  tax  rate  of 
0.5  percent  for  1948,  for  both  unemployment  insurance  and  sickness 
insurance  purposes. 

Administratively,  the  most  important  Congressional  action  was 
the  transfer  of  the  United  States  Employment  Service  from  the 
Department  of  Labor  to  the  Federal  Security  Agency,  effective  July 
1,  1948,  and  its  coordination  with  the  Federal  unemployment  insur- 
ance functions  in  the  Bureau  of  Employment  Security  within  the 
Social  Security  Administration.  The  United  States  Employment 
Service  had  been  transferred  from  the  Department  of  Labor  to  the 
Federal  Security  Agency  in  1939  under  the  President's  Reorganiza- 
tion Plan  No.  1  of  that  year.  It  remained  there  until  September 
1942,  when,  because  of  the  war  emergency,  it  was  transferred  to  the 
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newly  created  War  Manpower  Commission  under  title  I  of  the  First 
War  Powers  Act.  In  1945,  with  the  abolition  of  the  War  Manpower 
Commission,  it  was  transferred  to  the  Department  of  Labor.  Under 
the  terms  of  title  I  of  the  First  War  Powers  Act,  the  transfer  was 
temporary  and  the  Employment  Service  was  scheduled  to  revert  to 
the  Federal  Security  Agency  6  months  after  the  official  termination 
of  the  war,  in  the  absence  of  further  legislatioa.  In  1947,  the  President 
sent  his  Reorganization  Plan  No.  2  of  1947  to  Congress,  providing  for 
the  permanent  location  of  the  Service  in  the  Department  of  Labor. 
This  plan  was  turned  down  by  Congress.  In  January  1948  the  Presi- 
dent sent  another  reorganization  plan  to  Congress,  providing  for  the 
permanent  retention  of  the  Employment  Service  in  the  Department  of 
Labor  and  the  transfer  of  the  Bureau  of  Employment  Security  to 
that  Department.  This  plan  was  also  defeated  by  Congress.  In- 
stead, through  the  Supplemental  Federal  Security  Agency  Appro- 
priation Act,  1949,  Congress  transferred  the  Employment  Service  to 
the  Federal  Security  Agency  and  it  became  part  of  the  Bureau  of 
Employment  Security. 

Although  most  State  legislatures  have  regular  sessions  only  in  the 
odd-numbered  years,  10  legislatures  met  in  1948;  aU  considered 
amendments  to  their  unemplojnnent  insurance  laws,  and  only  Rhode 
Island  adjourned  without  taking  some  action.  Mississippi  became 
the  fifty-first,  and  final,  jurisdiction  to  adopt  experience  rating,  and 
New  Jersey  the  third  State  to  enact  a  temporary  disability  insurance 
program  coordinated  with  unemployment  insurance.  While  more 
attention  was  paid  to  changes  in  experience-rating  provisions  than  to 
any  other  single  aspect  of  the  program,  six  of  the  nine  States  that 
amended  their  laws  increased  benefits  in  some  way. 

On  May  15,  Puerto  Rico — which  is  not  eligible  for  participation  in 
the  Federal-State  unemployment  insurance  system  under  the  present 
provisions  of  the  Social  Security  Act — passed  a  law  providing  for 
unemployment  insurance  benefits  for  workers  in  the  sugar  industry. 
The  benefits  and  administrative  costs  are  financed  by  employer  and 
employee  contributions  of  5  percent  each  of  wages  of  workers  in  the 
sugar  industry.  The  law  differs  from  the  State  unemployment  insur- 
ance laws  in  a  number  of  significant  aspects.  It  provides  benefits  up 
to  $3  a  week  to  workers  in  the  '  agricultural  phase"  of  the  sugar 
industry  and  up  to  $5  a  week  to  workers  in  the  ''industrial  phase." 
Benefits  are  to  be  paid  only  during  the  4  months  October  through 
January,  the  period  between  the  end  of  one  grinding  season  and  the 
beginning  of  the  next.  Contribution  and  benefit  payments  begin 
in  1949. 
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UNEMPLOYMENT  INSURANCE  IN  1947-48 
Covered  Workers 

As  the  fiscal  year  began,  the  number  of  workers  employed  by  firms 
subject  to  State  unemployment  insurance  laws  stood  at  32.1  million, 
more  than  at  any  previous  period  of  the  program's  history.  In  5 
of  the  first  6  months  of  the  fiscal  year,  covered  employment  attained 
a  new  record  level,  reaching  33.2  million  in  December.  In  response 
to  usual  seasonal  influences,  employment  then  fell  off  slightly  and, 
recovering  somewhat  more  slowly  than  usual  from  the  winter  drop, 
stood  at  32.6  million  at  the  fiscal  year's  end. 

Many  more  persons  have  some  work  in  covered  industries  during  a 
year  than  are  employed  at  any  one  time  in  those  industries.  About 
45.6  million  individuals,  it  is  estimated,  earned  some  wages  in  covered 
employment  in  1947,  and  about  four-fifths  of  them,  or  37  million,  had 
sufficient  wage  credits  to  qualify  for  benefits. 

Despite  the  growing  number  of  jobs  covered  by  the  State  systems, 
about  13.0  million  jobs  were  excluded  from  coverage  under  State  or 
railroad  unemployment  insurance  programs  in  an  average  week  of 
the  fiscal  year  1948.  About  1.7  million  were  agricultural  jobs,  and 
3.0  million  were  in  excluded  small  firms  in  covered  industries;  5.2 
million  were  governmental  jobs — -1.7  million  in  the  Federal  Govern- 
ment and  3.5  million  in  State  and  local  governments;  the  other  3.1 
million  were  jobs  in  domestic  service  in  private  homes,  nonprofit 
organizations,  and  other  excluded  employment.  In  addition  to  the 
13.0  miUion  excluded  jobs,  another  12.4  million  persons  were  deriving 
then  livelihood  during  the  average  week  of  the  year  from  self-employ- 
ment or  unpaid  family  work  lying  outside  the  unemployment  insur- 
ance system;  4.8  million  of  them  were  farmers,  1.5  million  were  unpaid 
family  workers  in  agriculture,  and  6.1  milhon  were  self-employed  in 
nonagricultural  work.  No  State  extended  coverage  during  its  1948 
legislative  sessions  to  any  groups  except  maritime  workers. 

Maritime  workers. — The  Social  Security  Act  Amendments  of  1946 
extended  coverage  under  the  Federal  Unemployment  Tax  Act  to 
services  in  private  maritime  employment  and,  in  adding  title  XIII 
to  the  Social  Security  Act,  estabhshed  a  temporary  Federal  program 
of  reconversion  unemployment  benefits  for  seamen  who  had  been 
employed  by  the  War  Shipping  Administration  or  its  successor,  the 
Maritime  Commission,  and  whose  employment  was  therefore  con- 
sidered Federal  employment.  These  benefits  are  administered 
through  State  employment  security  agencies.  At  present  44  of  the 
45  States  that  have  any  private  maritime  employment  cover  such 
employment  under  their  laws;  Massachusetts  covers  fishermen  and 
excludes  other  maritime  employment. 
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The  program  of  reconversion  unemployment  benefits  for  seamen  is 
administered  by  the  Federal  Secmity  Administrator,  who  has  entered 
into  agreements  with  all  the  State  employment  security  agencies  to 
act  as  his  administrative  agents.  Each  State  has  agreed  to  pay 
benefits  in  the  same  amounts,  on  the  same  terms,  and  subject  to  the 
same  conditions  as  if  seamen's  Federal  services  and  wages  had  been 
covered  by  the  State  law.  Under  regulations  promulgated  by  the 
Administrator  a  seaman's  Federal  maritime  wages  are  allocated  to 
the  State  in  which  he  first  files  a  claim  for  reconversion  benefits,  and 
once  allocated  they  cannot  be  transferred  to  another  State. 

The  Federal  Government  reimburses  the  State  for  the  benefits  paid 
under  title  XIII,  based  on  Federal  maritime  wages;  these  benefits 
are  over  and  above  the  amount  that  would  have  been  payable  by  the 
State  had  there  been  no  Federal  program.  For  a  maritime  worker 
with  both  Federal  and  State  employment  in  his  base  period,  two 
determinations  are  made  on  his  claim,  one  using  only  State  wages, 
the  other  using  both  State  and  Federal  wages.  The  inclusion  of  the 
Federal  wages  can  increase  either  the  weekly  amount  or  the  number 
of  weeks  for  which  benefits  are  due,  or  both.  Claimants  eligible  for 
the  maximum  payable  under  a  State  law  on  the  basis  of  State  wages 
alone,  however,  receive  no  additional  amount  from  the  Federal 
Government. 

The  Bureau  of  Employment  Security  has  kept  in  close  touch  with 
the  administration  of  title  XIII.  It  reviews  all  State  procedures  and 
appeal  decisions  to  assure  that  the  State  agencies  are,  in  fact,  paying 
Federal  benefits  just  as  if  the  Federal  maritime  service  had  been  sub- 
ject to  the  State  laws.  Special  surveys  have  been  made  in  the  States 
having  the  largest  volume  of  Federal  claims. 

Although  the  Seventy-ninth  Congress  enacted  title  XIII  in  1946, 
no  funds  were  appropriated  to  pay  benefits  under  this  program  until 
the  Eightieth  Congress  provided  them.  Since  the  amendment 
specifically  provided  that  no  benefits  were  payable  for  unemployment 
occurring  before  funds  were  appropriated,  the  program  became 
effective  with  the  enactment  of  the  Labor-Federal  Security  Appro- 
priation Act  on  July  8,  1947.  The  impact  of  the  benefit  payments 
was  thus  shifted  to  the  fiscal  year  1948,  although  the  appropriation 
request  had  been  based  on  the  assumption  that  the  preceding  fiscal 
year  would  bear  the  initial  load.  Consequently  the  $900,000  appro- 
priated by  Congress  for  benefit  payments  was  exhausted  before  the 
end  of  the  first  half  of  the  fiscal  year,  and  two  separate  deficiency 
appropriations  totaling  $2,270,000  were  made. 

It  was  estimated  that  between  200,000  and  250,000  seamen  had 
been  employed  by  the  War  Shipping  Administration  and  were  poten- 
tially covered  by  the  program,  but  the  number  with  current  employ- 
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ment  has  declined  rapidly  as  ships  have  been  transferred  to  private 
ownership.     Only  a  small  proportion  have  filed  claims  for  benefits. 

From  the  beginning  of  the  program  in  July  1947  through  June  of 
the  following  year,  46,200  individuals  filed  claims  and  38,900,  or  84 
percent  of  them,  were  found  eligible  for  benefits  under  this  program. 
Of  the  eligible  claimants,  40  percent  had  worked  only  for  the  War 
Shipping  Administration  in  their  base  periods  and  were  entitled  to 
benefits  only  from  Federal  funds.  On  the  average,  these  beneficiaries 
received  $20.22  a  week.  The  rest  of  the  eligible  claimants  had  both 
War  Shipping  Administration  and  State-covered  wages.  For  about 
14,000,  the  weekly  benefit  amount  and/or  the  potential  duration  of 
their  State  benefits  were  increased  by  reason  of  their  Federal  maritime 
service.  During  the  year,  a  total  of  193,900  weeks  of  unemployment 
were  compensated,  and  expenditures  from  Federal  funds  totaled 
slightly  more  than  $3.3  million.  Nearly  85  percent  of  this  amount 
went  to  seamen  who  had  Federal  maritime  wage  credits  only  and  who 
would  not  have  been  entitled  to  any  benefits  in  the  absence  of  this 
program.  Seaboard  States  spent  95  percent  of  the  Federal  funds; 
California  and  New  York  together  spent  53  percent. 

Claims  and  Benefit  Payments 

Claims. — In  July  1947,  unemployed  covered  workers  filed  943,000 
initial  claims  and  5.2  million  continued  claims.  With  few  exceptions, 
both  types  of  claims  dropped  sharply  in  each  of  the  following  months 
as  employment  picked  up,  particularly  in  the  automobile,  apparel,  and 
other  seasonal  industries.  By  November,  initial  claims  had  dropped 
to  602,000  and  continued  claims  to  2.8  million.  The  onset  of  the  cold 
weather  in  December  and  the  attending  seasonal  unemployment, 
augmented  by  coal  and  gas  shortages,  sent  initial  claims  to  about 
878,000  and  continued  claims  to  4.9  million  by  March.  The  increase 
in  initial  claims  in  the  next  3  months  was  due  principally  to  the  begin- 
ning of  new  uniform  benefit  years  in  10  States  and  did  not  represent 
new  unemployment.  In  each  month  of  the  fiscal  year  except  March, 
continued  claims  were  below  the  corresponding  month  of  the  preceding 
year.  During  February- April,  however,  initial  claims  were  con- 
siderably above  those  in  the  corresponding  period  in  1947  as  a  result 
of  the  extremely  cold  weather,  which  caused  a  shortage  of  gas  for 
industrial  use,  and  of  the  steel  shortage  resulting  from  a  labor  dispute 
in  the  coal  industry.  For  the  fiscal  year,  9.9  million  initial  claims  were 
filed,  3.3  percent  more  than  in  the  prior  year,  but  continued  claims 
dropped  by  8.5  percent. 

Measured  in  terms  of  covered  workers.  State-insured  unemployment 
remained  low  throughout  the  year.     For  every  100  workers  covered  by 
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the  State  unemployment  systems,  4.0  were  unemployed  and  filed 
claims  during  a  week  in  July  1947;  by  November  this  ratio  had  de- 
clined to  2.4  percent,  a  postwar  low.  By  February  it  had  risen  to  3.7 
percent  and  remained  at  about  that  level  during  the  rest  of  the  fiscal 
year.  The  trend  in  this  ratio  followed  that  for  the  preceding  fiscal 
year  but  averaged  about  half  a  percentage  point  below  the  1946-47 
ratios. 

Interstate  claims. — For  the  second  successive  fiscal  year  the  ratio  of 
interstate  claims  to  all  claims  declined.  Interstate  claims  comprised 
4.8  percent  of  all  initial  claims  and  5.6  percent  of  all  continued  claims 
taken  during  the  year,  as  against  6.0  and  8.0  percent  in  the  preceding 
year.  Seven  States — California,  Illinois,  Michigan,  New  Jersey,  New 
York,  Ohio,  and  Pennsylvania— were  Hable  for  nearly  half  the  inter- 
state claims  filed.  Interstate  activities  followed  the  trend  of  all  claims 
and  reached  their  peak  during  January-March.  Pennsylvania  was 
the  only  northern  industrial  State  that  consistently  took  more  claims 
as  agent  State  (from  claimants  with  wage  credit  in  other  States)  than 
it  received  as  liable  State  (in  which  the  wage  credits  were  earned) . 

By  the  end  of  the  fiscal  year,  18  States  were  participating  in  an 
experimental  plan  developed  by  the  States  in  cooperation  with  the 
Bureau  of  Employment  Security  to  simplify  interstate  claims  pro- 
cedures and  expedite  payments  to  interstate  claimants.  Under  this 
plan  the  paying  (agent)  State  accepts  the  new  claim  and  transmits 
it  to  the  transferring  (liable)  State,  which  makes  the  initial  determina- 
tion both  of  the  benefit  amount  and  of  possible  disqualification.  The 
transferring  State  then  sends  the  determination  back  to  the  paying 
State,  which  handles  all  subsequent  determinations  and  aU  payments 
on  the  claim  in  accordance  with  the  provisions  of  its  own  law,  sub- 
ject to  the  limitations  of  the  initial  determination.  Periodically, 
the  transferring  State  reimburses  the  paying  State  for  the  amounts 
expended. 

Seven  States — Arkansas,  Cahfornia,  Georgia,  Louisiana,  Minnesota, 
North  Dakota,  and  Oklahoma— participated  in  the  plan  during  1947. 
A  review  of  the  progress  made  during  the  year  in  the  seven  States 
indicated  that  the  plan  eliminated  the  interstate  continued-claim 
form,  reduced  the  number  of  questionnaires  on  availabiUty  sent  out 
by  hable  States,  and  simphfied  local-office  operations.  Moreover, 
the  quahty  of  claims  taking  improved.  The  local-office  personnel 
in  the  paying  State  had  more  interest  in  and  spoke  with  more  authority 
about  the  interstate  claim,  since  all  actions  affecting  benefits,  other 
than  the  initial  determination,  are  within  the  paying  State's  authority. 
On  the  other  hand,  while  promptness  with  which  payments  are  made 
improved,  there  was  still  a  long  time  lapse  between  the  receipt  of 
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the  claim  and  the  payment  of  benefits.  Part  of  this  time  lapse,  at 
least,  was  due  to  the  fact  that  the  seven  participating  States  were 
widely  scattered  geographically.  As  of  April  1,  1948,  an  additional 
11  States — Arizona,  Hawaii,  Idaho,  Maine,  Montana,  New  Mexico, 
Rhode  Island,  South  Dakota,  Utah,  Vermont,  and  Wisconsin — sub- 
scribed to  the  arrangement.  Experience 'since jthey  entered  the  plan 
is  not  yet  available.  There  have  been  some  simplifications  in  pro- 
cedures, and  no  serious  problems  have  arisen  out  of  the  increased 
participation. 

Time  lapse  in  benejit  payments.- — -The  volume  of  intrastate  claims 
tapered  off  during  the  1948  fiscal  year,  and  benefits  were  paid  more 
promptly.  Nevertheless,  even  though  practically  every  State  reduced 
the  time  required  to  process  its  claims,  payments— particularly  first 
payments — were  stiU  delayed  longer  on  the  average  than  in  prewar 
days.  The  difference  is  due  primarily  to  a  change  from  weekly  to  bi- 
weekly claims  taking  in  some  States.  Since  time  lapse  is  measured 
from  the  end  of  the  week  of  unemployment  for  which  benefits  are 
claimed,  rather  than  from  the  date  on  which  the  claim  is  filed,  the 
payment  on  biweekly  claims  is  inevitably  less  prompt  than  on  weekly 
claims.  Before  the  war  all  claims  were  taken  weekly,  and  83  percent 
of  the  first  payments  in  1941  and  94  percent  of  the  second  and  subse- 
quent payments  were  made  within  2  weeks.  During  this  fiscal  year, 
payments  based  on  weekly  reporting  were  made  almost  as  promptly  as 
before  the  war— 79  percent  of  the  first  payments  and  92  percent  of  the 
second  and  subsequent  payments  were  made  within  2  weeks.  The  rec- 
ord on  claims  taken  biweekly,  representing  nearly  a  third  of  all  intra- 
state claims,  was  very  different,  however;  only  46  percent  of  first  pay- 
ments and  67  percent  of  second  and  subsequent  payments  were  made 
within  2  weeks.  In  June  1948,  12  States,  including  such  large  States  as 
Connecticut,  Illinois,  Minnesota,  Missouri,  New  Jersey,  and  Tennessee, 
took  all  claims  and  10  others  took  some  claims  biweeldy. 

Interstate  claims,  which  are  taken  on  a  weekly  basis,  were  paid 
more  promptly  during  the  fiscal  year  1948  than  in  the  preceding  year. 
Forty  percent  of  the  first  payments  and  50  percent  of  the  second  and 
subsequent  payments  were  made  within  2  weeks  as  against  32  and  40 
percent,  respectively,  in  1946-47.  The  promptness  with  which  these 
payments  were  issued,  however,  still  lagged  behind  the  prewar  record 
in  1941,  when  64  percent  of  the  first  payments  and  74  percent  of  the 
second  and  subsequent  payments  were  made  within  the  2-week  period. 
The  current  volume  of  interstate  payments,  on  the  other  hand,  is 
somewhat  larger  than  the  prewar  volume. 

Benejit  payments. — The  decline  in  the  number  of  claims  filed  ac- 
counted for  the  decline  in  benefit  expenditures.     Altogether,  $752.5 
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million  was  paid  out  in  benefits,  or  90.3  percent  of  the  amount  spent 
in  the  preceding  fiscal  year. 

Not  all  persons  who  filed  claims  received  benefits.  Of  the  4.7 
million  who  filed  claims  and  had  sufl&cient  wage  credits  to  qualify  for 
benefits,  about  3.8  million  or  81  percent  drew  benefits.  Some  claim- 
ants did  not  receive  benefits  because  they  were  declared  unavailable 
for  work  or  were  disqualified  for  various  reasons,  but  by  far  the  larger 
proportion  were  reemployed  during  the  waiting  period. 

Amount  and  duration  of  benefits. — During  the  course  of  the  fiscal  year 
the  average  claimant  filed  claims  for  about  5  weeks  per  spell  of  un- 
employment. While  most  claimants  were  reemployed  fairly  quickly,  a 
minority  had  much  more  diSiculty  in  finding  other  jobs  despite  good 
employment  opportunities  in  most  sections  of  the  country.  Altogether, 
3.8  million  persons,  6  percent  less  than  in  1946-47,  received  benefits. 
The  average  beneficiary  drew  benefits  for  1 1  weeks  in  a  benefit  year. 
This  was  about  9  weeks  short  of  the  average  duration  of  benefits  to 
which  eligible  workers  were  entitled,  and  was  half  a  week  less  than  the 
average  during  the  preceding  fiscal  year.  In  all,  benefits  were  paid 
for  42.4  million  weeks  of  unemployment,  about  90  percent  of  the  num- 
ber compensated  in  1946-47.  Even  in  a  period  of  high-level  employ- 
ment, some  individuals  found  it  difficult  to  obtain  suitable  work. 
About  1.1  million  claimants,  or  30  percent  of  all  beneficiaries,  ex- 
hausted their  benefits;  in  the  preceding  year  36  percent  exhausted 
their  benefits.  A  disproportionately  large  number  of  these  claimants 
were  nonwhite  persons,  older  workers,  women,  or  claimants  with 
limited  skills,  who  were  unable  to  meet  the  more  rigid  hiring  specifica- 
tions of  the  postwar  period. 

The  average  weekly  payment  for  total  unemployment,  which  had 
declined  fairly  steadily  during  the  year  ended  June  30,  1947,  increased 
more  or  less  regularly  during  the  past  fiscal  year.  In  June  1948,  this 
average  payment  was  more  than  $1  above  the  average  a  year  earlier. 
While  the  average  for  the  year  was  $18.19,  it  had  increased  from  a 
postwar  low  of  $17.65  in  April  1947  to  $18.97  in  June  1948.  The 
averages  conceal  variations  among  the  States.  The  range  in  the  aver- 
age for  the  year  was  from  $11.10  in  North  Carolina  to  $23.26  in 
Alaska, 

This  increase  in  the  size  of  the  weekly  benefit,  reversing  a  trend 
which  began  early  in  1946,  can  be  traced  mainly  to  increases  in  weekly 
wages  and  increases  in  the  maximum  benefits  provided  under  State 
laws. 

Workers  with  dependents  are  better  protected  than  are  other  work- 
ers in  the  five  States  that  pay  dependents'  allowances — Connecticut, 
the  District  of  Columbia,  Massachusetts,  Michigan,  and  Nevada.  Of 
the  first  payments  made  during  July  1947-March  1948  by  these  States, 
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27  percent  included  an  allowance  for  dependents.  The  average  weekly 
benefit  amount  for  beneficiaries  receiving  dependents'  allowances  was 
$25.09,  21  percent  more  than  their  basic  weekly  benefit.  Among  all 
beneficiaries  in  the  five  States  during  the  same  period,  39  percent  of 
the  men  and  only  5  percent  of  the  women  benefited  by  these  allow- 
ances. The  proportion  varied  from  State  to  State  because  of  the 
differences  in  the  definition  of  "dependents"  for  whom  allowances  can 
be  paid  and  in  the  maximum  amounts  payable. 

The  State  legislatures  meeting  in  1948  continued  to  amend  their 
laws  to  increase  the  benefits  provided,  although  the  changes  did  not 
keep  pace  with  the  rise  in  prices.  Mississippi  and  Virginia  raised 
their  maximums  from  $15  to  $20,  Kentucky  from  $16  to  $20,  and 
Louisiana  from  $20  to  $25.  New  York  increased  its  $21  maximum 
to  $26,  the  highest  maximum  payable  in  any  State  without  dependents' 
allowances.  Under  a  provision  in  the  law  authorizing  the  agency  to 
increase  the  weekly  benefit  amount  up  to  20  percent,  Maine  increased 
its  benefits  by  12^  percent,  raising  the  maximum  to  $22.50. 

Four  States  raised  the  minimum  benefit  payable — South  Carolina 
from  $4  to  $5,  Kentucky  from  $5  to  $7,  Louisiana  from  $3  to  $5,  and 
Maine  from  $6  to  $6.75.  Minimum  benefits  now  range  from  $3  in 
two  States  to  $10  in  seven  States.  Mississippi  increased  the  potential 
duration  of  the  benefits  from  14  to  16  weeks.  South  Carolina  from  16 
to  18,  and  Kentucky  from  20  to  22. 

Eligibility  and  Disqualification 

Determining  the  actual  amount  and  duration  of  benefits  which  a 
claimant  can  receive  and  the  past  employment  or  earnings  he  must 
have  had  in  covered  work  is  a  relatively  simple  computation,  since 
both  determinations  are  set  forth  quantitatively  in  State  laws.  The 
determination  that  an  individual  is  entitled  to  benefits  for  a  particular 
week  is  probably  the  most  difficult  administrative  function,  because 
it  also  involves  a  decision  that  he  is  in  fact  able  to  work  and  available 
for  work  and  is  not  subject  to  disqualification  for  any  of  the  reasons 
specified  in  the  State  law.  These  provisions  are  designed  to  test  the 
claimant's  current  attachment  to  the  labor  market  and  the  genuine- 
ness of  his  unemployment.  What  the  provisions  of  the  State  law  are 
and  how  they  are  to  be  interpreted  are  left  to  the  States,  which  are 
limited  only  by  requirements  of  the  Federal  act  designed  to  assure 
benefits  to  workers  eligible  under  the  State  law  and  to  protect  certain 
labor  standards. 

All  State  laws  disqualify  a  worker  who  leaves  his  job  voluntarily 
without  good  cause,  is  discharged  for  misconduct  connected  with  his 
work,  or  refuses  suitable  work  without  good  cause,  or  whose  unem- 
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ployment  is  due  to  a  labor  dispute  in  which  he  is  directly  concerned. 
The  exact  statutory  provisions  and  their  interpretation  and  applica- 
tion vary  from  State  to  State  and  from  time  to  time,  in  the  light  of 
changing  labor-market  conditions.  There  is  also  variation  in  the 
statutory  requirements  concerning  a  worker's  ability  to  work  and  his 
availability  for  work.  While  some  laws  specify  only  that  the  worker 
must  be  "able  to  work  and  available  for  work"  in  order  to  draw 
benefits,  others  provide  that  he  must  be  "able  and  available  to  per- 
form full-time  work  ...  of  a  character  generally  similar  to  work  for 
which  he  has  previously  received  wages."  Fifteen  States  have  the 
requirement  that  a  claimant  must  be  actively  seeking  work  and  three 
that  he  must  be  unable  to  obtain  suitable  work,  work  in  his  usual 
occupation,  or  work  for  which  he  is  reasonably  fitted.  This  area  of 
the  program— both  the  legislative  provisions  and  the  decisions  under 
them— is  more  sensitive  than  any  other  part  of  the  program  to  labor- 
market  conditions,  labor-management  disputes,  and  public  attitudes 
toward  unemployment  insurance. 

During  the  period  July  1947  to  March  1948,  380,481  claims,  or  6.3 
percent  of  the  initial  claims  filed  by  insured  claimants,  were  denied 
by  State  agencies  on  the  grounds  that  the  individuals  filing  them  were 
unable  to  work  or  unavailable  for  work.  The  proportion  declared 
unavailable  varied  widely  among  the  States,  from  2.3  percent  in 
Florida  to  30.5  percent  in  North  Dakota. 

Disqualifications  under  State  laws  take  two  general  forms — -post- 
ponement of  benefits,  or  reduction  in  the  benefits  potentially  payable. 
The  postponement  may  be  for  a  specified  period  following  the  act  for 
which  the  individual  is  disqualified,  or  for  the  entire  time  he  remains 
unemployed,  or  until  he  has  been  reemployed  and  earned  specified 
amounts.  The  reduction  in  benefits  may  be  in  terms  of  a  specified 
number  of  weeks  combined  with  a  postponement  period,  or  may  be  a 
cancellation  of  some  or  all  of  the  wage  credits  on  which  benefit  rights 
are  based.  In  22  States,  disqualification  provisions  for  one  or  more 
of  the  three  major  statutory  reasons  (voluntary  quit  without  good 
cause,  discharge  for  misconduct,  and  refusal  of  suitable  work)  either 
reduce  benefit  rights  or  cancel  them  entirely. 

Of  the  380,854  disqualifications  imposed  from  July  1947  to  March 
1948  for  all  reasons  except  labor  disputes  and  receipt  of  other  re- 
muneration, 79  percent  involved  only  postponement  of  benefits  while 
the  other  21  percent  reduced  or  canceled  benefit  rights.  Among  those 
involving  postponement,  about  57  percent  were  for  the  duration  of 
the  spell  of  unemployment  to  which  the  disqualification  applied, 
compared  with  50  percent  in  the  same  period  of  1946-47.  Among 
those  involving  canceled  or  reduced  benefits,  9  percent  involved  com- 
plete cancellation  of  all  rights  to  benefits  for  the  rest  of  the  benefit 
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year,  regardless  of  possible  later  spells  of  unemployment  with  which 
the  disqualification  was  in  no  way  connected. 

Appeals 

Although  the  volume  of  new  cases  received  by  State  appeals  bodies 
fell  below  the  number  in  the  preceding  year,  it  remained  well  above  the 
level  of  the  war  and  prewar  years.  In  the  first  9  months  of  the  fiscal 
year  1948,  lower  appeals  authorities  received  124,000  unemployment 
insurance  appeals,  as  compared  with  156,000  in  the  last  9  months  of 
the  fiscal  year  1947.  During  the  same  two  periods  they  made,  respec-- 
tively,  157,000  and  180,000  dispositions.  The  high  volume  of  dis- 
positions in  the  fiscal  year  1948  made  it  possible  to  reduce  the  number 
of  first-level  appeals  pending  by  more  than  half,  from  61,000  on  June 
30,  1947,  to  27,000  on  March  31,  1948. 

Higher  appeals  authorities,  whose  personnel  is  more  fixed  in  number, 
weT-e  not  able  to  effect  such  striking  reductions  in  the  number  of  appeals 
pending,  particularly  in  view  of  the  heavy  load  passed  on  to  them  by 
the  lower  appeals  authorities.  They  disposed  of  24,000  appeals  in  the 
first  9  months  of  the  fiscal  year,  however,  as  agamst  27,000  for  the  last 
9  months  in  the  preceding  fiscal  year.  On  March  31,  1948,  the  number 
of  appeals  pending  at  the  second  stage  was  6,600,  a  reduction  of  800  in 
9  months. 

The  lower  appeals  authorities  decided  cases  somewhat  more 
promptly  than  during  the  prior  year.  The  relative  number  of  appeals 
decided  within  30  days  rose  from  8  percent  in  the  fiscal  year  1947  to  9 
percent  in  the  first  9  months  of  the  fiscal  year  1948.  The  percentage 
of  cases  decided  within  90  days  increased  during  the  same  period  from 
45  to  57.  The  higher  appeals  authorities  were  less  prompt  in  handing 
down  decisions  during  the  first  9  months  of  the  fiscal  year.  Decisions 
issued  within  30  days  remained  at  10  percent,  but  decisions  issued 
within  90  days  dropped  to  52  percent,  from  63  percent  in  the  preceding 
year. 

As  in  previous  years  the  largest  number  of  cases  handled  by  both  the 
lower  and  higher  appeals  authorities  involved  the  issue  of  availability 
for  work.  Most  of  the  appeals  were  taken  by  claimants.  In  only  27.6 
percent  of  the  cases,  however,  were  such  appeals  modified  in  the 
claimant's  favor,  the  lowest  proportion  on  record.  Among  the  22,800 
appeals  taken  by  employers,  63.7  percent  were  modified  against  the 
claimant's  interest. 

Financing  Benefit  Costs 

Funds  available  for  benefits. — Funds  available  for  benefits  on  June 
30,  1948,  totaled  $7.4  billion,  $362  million  more  than  the  amount  in 


134  Annual  Report,  Federal  Security  Agency,  1948 

the  reserve  at  the  end  of  June  1947.  Collections  during  the  fiscal 
year  totaled  $1,007  million,  and  interest  earned  on  State  accounts  in 
the  unemployment  trust  fund  amounted  to  $147  million.  It  is  esti- 
mated that  about  $973  million  of  the  amount  collected  was  raised 
through  employer  contributions  and  $34  million  came  from  a  tax 
levied  on  employees  in  two  States,  Alabama  and  New  Jersey.  On 
June  1,  1948,  New  Jersey  allocated  three-fourths  of  the  employee  tax 
and  $10  million  of  prior  contributions  in  its  reserve  to  help  finance  its 
temporary  disability  insurance  program. 

The  increase  in  collections  took  place  despite  the  fact  that  the  aver- 
age tax  rate  for  all  States  combined  declined  to  an  annual  rate  of  1 .2 
percent  by  the  end  of  the  fiscal  year.  This  average  rate,  however, 
concealed  wide  differences  among  the  States.  The  lowest — 0.3  per- 
cent— obtained  in  Connecticut,  while  Mississippi,  the  only  State  with- 
out experience  rating  during  1947-48,  taxed  all  employers  at  the 
standard  rate  of  2.7  percent.  Of  the  jurisdictions  with  reduced  rates, 
only  Alaska  had  an  average  rate  above  2  percent  during  the  fiscal  year. 

Benefit  expenditures  aggregated  about  $752,5  million,  an  amount 
equivalent  to  1.0  percent  of  taxable  pay  rolls  and  74.7  percent  of  col- 
lections. In  5  States,  benefits  exceeded  collections,  but  in  two  of  them 
interest  payments  more  than  made  up  the  difference. 

Although  the  total  amount  in  the  51  State  reserves  increased  by  5 
percent,  the  ratio  of  funds  available  on  June  30  to  the  total  amount 
of  taxable  wages  for  the  preceding  calendar  year  was  9.6  percent,  as 
compared  with  10.1  percent  a  year  before.  The  decline  in  the  reserve 
ratio  was  caused  by  an  increase  of  10.0  percent  in  taxable  wages  com- 
bined with  a  decline  in  tax  rates  from  1.4  percent  of  pay  rolls  in 
1940-47  to  1.2  percent  in  1947-48. 

The  reserves  increased  during  the  fiscal  year  in  all  States  but 
Connecticut,  Massachusetts,  and  Rhode  Island.  In  Connecticut, 
benefit  outlays  equivalent  to  only  0.7  percent  of  taxable  pay  rolls 
exceeded  collections  and  interest  because  the  average  employer  con- 
tribution rate  dropped  to  0.3  percent  under  the  amended  State  expe- 
rience-rating formula.  Benefit  expenditures  in  Massachusetts  de- 
clined slightly  to  1.6  percent  of  pay  rolls  but  continued  to  exceed  the 
average  tax  rate  of  1.2  percent.  In  Rhode  Island,  experience  rating, 
which  became  effective  for  the  first  time  during  the  fiscal  year,  reduced 
the  average  tax  rate  to  1.4  percent,  while  benefit  outlays  represented 
2.3  percent  of  taxable  pay  rolls;  in  addition,  the  State  transferred  $29 
million  to  its  temporary  disability  insurance  program.  No  State  had 
a  reserve  less  than  5.5  percent  of  taxable  wages,  and  in  31  States  the 
reserve  ratio  exceeded  the  national  average. 

Experience  rating. — Changes  in  experience-rating  provisions  were  in 
the  direction  of  lowering  the  requirements  for  reduced  rates,  adding 
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lower  minimums  to  the  rate  schedule,  and  otherwise  making  it  easier 
for  employers  to  obtain  reduced  rates.  With  Mississippi's  enactment 
of  experience-rating  provisions  based  on  annual  pay-roll  declines,  all 
51  States  now  vary  employers'  contribution  rates  according  to  their 
experience  with  the  risk  of  unemployment.  Balances  in  the  unem- 
ployment trust  fund  are  so  large  that  the  lowest  rate  schedule  is  in 
effect  in  all  25  States  that  vary  the  schedule  according  to  the  condition 
of  their  reserve  fund. 

At  the  present  time,  13  States  provide  for  rates  above  2.7  percent 
and  five,  for  a  minimum  rate  of  zero.  Only  eight  States  have  a  mini- 
mum rate  as  high  as  1  percent. 

Financing  Administrative  Costs 

One  of  the  problems  affecting  the  administrative  financing  of  the 
unemployment  insurance  program  is  the  difficulty  of  estimating  a 
year  in  advance  the  work  loads  that  will  be  experienced  in  the  ensuiog 
fiscal  year,  and  of  anticipating  other  changes — such  as  salary  increases 
in  State  agencies  and  amendments  to  State  laws — that  affect  State 
costs.  Inability  to  take  account  of  such  contingencies  in  requesting 
Federal  appropriations  under  title  III  of  the  Social  Security  Act  has 
made  supplemental  appropriations  necessary. 

In  the  fall  of  1946  the  Social  Security  Administration  estimated  that 
the  amount  of  title  III  funds  needed  for  financing  State  unemploy- 
ment insurance  activities  during  the  fiscal  year  1947-48  would  be 
$57.6  million  and  submitted  such  a  request  to  Congress.  By  May  1947, 
however,  before  the  appropriation  had  been  made,  it  became  clear 
that  this  amount  would  be  insufficient  because  work  loads  would  be 
higher  than  originally  estimated  and  salary  rates  had  increased  sub- 
stantially in  many  States.  A  supplemental  request  for  $12.0  million 
was  accordingly  submitted  to  Congress  in  May  1947,  making  a  total 
request  of  $69.6  million  for  the  fiscal  year  1948.  Although  Congress 
did  not  wholly  concur  in  the  estimated  work  loads  on  which  the  supple- 
mental request  was  based,  it  approved  a  total  of  $65.6  milhon  in  the 
regular  and  supplemental  appropriations  in  July  1947,  earmarking 
$698,000  for  use  only  in  the  event  that  work  loads  increased  in  the 
second  half  of  the  fiscal  year. 

Later  it  became  apparent  that  salary  rates  in  many  State  agencies 
had  increased  even  higher  than  anticipated  in  the  supplemental 
request.  A  second  supplemental  appropriation  was  therefore  re- 
quested, and  in  May  1948  Congress  approved  an  additional  amount  of 
$1.6  million  and  released  the  $698,000  previously  earmarked.  Thus, 
a  total  of  $67.2  million  was  appropriated  to  finance  the  administration 
of  the  51  unemployment  insurance  laws  in  1947-48. 
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The  Social  Security  Administration  has  continued  to  work  with  the 
Administrative  Financing  Committee  of  the  Interstate  Conference  in 
preparing  work-load  estimates  for  title  III  appropriations,  as  weU  as 
on  other  problems  involving  preparation  and  review  of  State  budgets. 
The  Bureau  has  given  a  great  deal  of  consideration  to  solving  the 
problem  resulting  from  the  short  period  of  time  in  which  the  budget 
reviews  must  be  completed  and  budgetary  determinations  made. 
In  seeking  a  solution  the  Bureau  has  been  endeavoring  to  work  out 
with  each  State  tentative  standard  budgetary  allowances  for  varying 
levels  of  work  loads  based  on  each  State's  own  experience.  Except  in 
certain  indisputable  high-cost  areas,  the  standard  budgetary  allow- 
ances will  remain  unchanged  from  one  budgetary  period  to  another 
unless  and  until  factual  studies  initiated  either  by  the  State  or  by  the 
Bureau  demonstrate  the  need  for  changing  the  allowances. 

The  Bureau  of  Employment  Security  and  the  U.  S.  Employment 
Service  developed  joint  over-all  standards  for  use  by  State  employ- 
ment security  agencies  in  the  fiscal  and  business  management  fields. 
These  joint  standards  superseded  the  separate  standards  issued  by 
the  Secretary  of  Labor  and  the  Commissioner  for  Social  Security, 
which  State  employment  security  agencies  have  followed  in  adminis- 
tering their  employment  service  and  unemployment  insurance  pro- 
grams since  the  State  employment  services  were  returned  to  State 
operation  on  November  16,  1946.  In  developing  these  joint  stand- 
ards, careful  consideration  was  given  to  revisions  needed  to  ensure 
reasonableness  and  workability.  One  of  these  involved  a  change  iu 
the  standards  relating  to  procurement  of  equipment  and  supplies, 
which  enables  State  employment  security  agencies  to  utilize  more 
completely  than  heretofore  the  facilities,  rules,  and  procedures  of 
central  State  purchasing  agencies  when  the  net  results  are  substantially 
the  same  as  may  be  achieved  under  the  provisions  of  the  Social  Secu- 
rity Administration's  standards.  The  manual  of  specifications  for 
use  by  State  employment  security  agencies  in  procuring  equipment 
was  also  completely  revised  and  simplified  to  recognize  currently 
prevailing  market  conditions  and  price  levels  for  equipment.  Other 
work  done  on  standards  included  a  clarification  of  the  Federal  respon- 
sibility on  audits  of  State  unemployment  insurance  operations  and  a 
restatement  of  the  standards  on  expenditures  by  State  agencies  for 
occupancy  of  office  space. 

The  financing  of  State  operations  and  accounting  of  funds  by  the 
States  became  increasingly  difficult  during  the  year  because  joint  over- 
head costs  of  the  agencies  were  financed  by  three  different  Federal 
agencies — the  Social  Security  Administration,  the  U.  S.  Employment 
Service  (in  the  Department  of  Labor),  and  the  Veterans  Administra- 
tion.    Although  the  three  Federal  agencies  cooperated  closely  and 
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endeavored  to  issue  joint  instructions  and  procedures,  it  was  not  always 
possible  to  coordinate  completely  all  actions  taken.  The  transfer  of 
the  U.  S.  Employment  Service  to  the  Bureau  of  Employment  Security 
on  July  1,  1948,  and  the  review  by  one  Federal  agency  of  a  combined 
State  budget  for  employment  service  and  unemployment  insurance 
functions  should  do  much  to  alleviate  these  problems. 

Temporary  Disability  Insurance  Coordinated 
With  Unemployment  Insurance 

Several  States  in  1948  showed  interest  in  provision  of  cash  benefits 
to  individuals  unemployed  because  of  illness.  Bills  providing  in  some 
way  for  such  benefits  were  introduced  in  four  State  legislatures. 
New  Jersey  joined  Rhode  Island  and  California  by  enacting  a  tempo- 
rary disability  insurance  law  for  workers  covered  by  its  unemploy- 
ment insurance  law,  with  payments  beginning  January  1,  1949.  All 
three  States  took  advantage  of  the  amendment  to  the  Social  Security 
Act  permitting  the  withdrawal  of  employee  contributions  deposited 
in  their  accounts  in  the  unemployment  trust  fund  to  help  finance 
benefits  under  their  temporary  disability  insurance  systems. 

The  three  State  systems  are  financed  wholly  or  mainly  by  em- 
ployee contributions  which  formerly  went  to  unemployment  insur- 
ance. In  California  and  Rhode  Island,  employees  pay  1  percent  of 
taxable  wages  for  disability  insurance.  In  New  Jersey,  employers 
pay  0.25  percent  of  taxable  pay  rolls  for  disabihty  insurance,  while 
employees  pay  0.75  percent  for  disability  insurance  and  0.25  percent 
for  unemployment  insurance.  Administrative  expenses  are  limited 
to  6  percent  of  contributions  in  Rhode  Island  and  New  Jersey  and  to 
5  percent  in  California. 

In  all  three  systems,  the  coverage  is  limited  to  persons  covered  by 
unemployment  insurance.  Both  Rhode  Island  and  New  Jersey  also 
allow  individuals  who  depend  on  prayer  or  spiritual  means  for  healing 
to  elect  not  to  be  covered  by  the  contributions  and  benefit  provisions 
of  the  temporary  disability  insurance  law.  In  California  such  indi- 
viduals are  covered  but  may  have  their  disabilities  certified  by  prac- 
titioners of  their  church. 

In  Rhode  Island,  all  contributions  are  paid  into  a  pooled  State 
fund  and  all  benefits  are  paid  from  that  fund.  In  California  and  New 
Jersey,  coverage  under  a  voluntary  plan  (usually  with  an  insurance 
company)  may  be  substituted  for  coverage  under  the  State  fund  if 
the  private  plan  meets  certain  requirements  of  the  law. 

All  three  systems  use  the  same  wage  records  as  for  unemployment 
insurance  and  provide  benefits  which  are  either  identical  with  or 
similar  to  the  benefits  provided  for  unemployment  insurance.     In 
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Rhode  Island  the  weekly  benefit  amounts  and  potential  duration  of 
benefits  for  disability  insurance  are  computed  by  a  less  liberal  formula 
than  that  adopted  in  1947  for  unemployment  insurance.  California 
uses  the  same  benefit  formula  for  disability  benefits  under  the  State 
plan  as  for  unemployment  insurance  except  that  payments  for  part 
weeks  are  not  identical;  benefits  to  an  individual  under  the  two 
programs  in  a  benefit  year  are  limited,  however,  to  150  percent  of 
the  benefits  payable  under  either  program  separately.  Voluntary 
plans  must  provide  greater  benefit  rights  than  the  State  plan  offers. 
All  workers  who  suffer  compensable  disabilities  after  they  have  been 
unemployed  more  than  2  weeks  draw  benefits  under  the  State  plan, 
whether  they  were,  when  employed,  covered  by  the  State  plan  or  a 
private  plan. 

The  New  Jersey  law  provides  for  two  different  types  of  benefits 
to  be  paid  from  the  State  disability  benefit  fund — one  for  workers 
who  are  in  insured  employment  or  have  been  out  of  such  employment 
for  less  than  2  weeks  and  who  are  not  covered  by  a  private  plan,  and 
the  other  for  individuals  who  have  been  drawing  unemployment 
insurance.  The  first  is  called  the  State  plan;  the  second,  disability 
during  unemployment.  Individuals  suffering  disability  during  un- 
employment wiU  have  the  same  benefits  as  for  unemployment,  with 
a  150-percent  limit  on  benefits  under  the  two  programs  during  a 
benefit  year.  Individuals  under  the  State  plan  will  have  their  benefits 
computed  by  the  same  formula  applied  to  a  different  base  period, 
with  separate  duration  for  the  two  risks.  Voluntary  plans  must 
provide  benefits  at  least  equal  to  those  of  the  State  plan. 

During  the  fiscal  year,  disability  insurance  collections  in  Rhode 
Island  amounted  to  almost  $6  million  and  benefits  to  $4.3  million,  or 
0.78  percent  of  estimated  taxable  wages.  These  benefits  were  paid  for 
251,700  weeks  of  disability,  at  weekly  rates  ranging  from  $6.75  to  $18. 
In  an  average  week  there  were  4,900  disability  insurance  beneficiaries, 
or  two-fifths  as  many  as  the  number  of  beneficiaries  under  the  State's 
unemployment  insurance  system. 

Data  on  disability  insurance  operations  in  California  for  the  fiscal 
year  are  available  mainly  with  respect  to  the  State  plan.  State-plan 
claimants  were  paid  $19,410,000  for  962,000  weeks  of  disability,  and 
the  18,500  beneficiaries  in  an  average  week  constituted  only  15  percent 
of  the  number  of  unemployment  insurance  beneficiaries.  An  addi- 
tional 56,000  spells  of  disability  were  represented  by  private-plan 
claimants.  During  the  first  6  months  of  the  fiscal  year,  weekly  rates 
ranged  from  $10  to  $20,  and  benefits  were  payable  only  for  full  weeks 
of  disability  consecutive  with  the  waiting  period;  for  benefit  years 
beginning  after  January  1,  1948,  however,  the  maximum  weekly  rate 
has  been  $25,  and  benefits  have  been  paid  for  all  days  of  disability  in 
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excess  of  the  first  7  in  any  one  spell  of  sickness.  Contributions  to  the 
State  fund  during  the  fiscal  year  amounted  to  $47,760,000  so  that 
benefits  amounted  to  0.41  percent  of  taxable  wages  covered  by  the 
State  plan.  At  the  end  of  the  fiscal  year,  10,808  employers,  5  percent 
of  all  covered  employers  in  the  State,  had  approved  private  plans  in 
effect  covering  approximately  765,000  workers,  about  32  percent  of 
total  covered  employment. 

Potential  causes  of  the  variations  in  ratio  of  benefits  to  pay  rolls 
between  the  two  systems  are  numerous.  There  are  differences  in  bene- 
fit formulas,  eligibility  conditions,  administration,  economic  condi- 
tions, and  personal  characteristics  of  the  covered  groups,  as  well  as 
in  the  length  of  time  the  programs  have  been  operating. 

Other  Aspects  of  Federal-State  Administration 

One  of  the  Bureau's  chief  functions  is  to  assist  State  agencies  in 
performing  a  more  efficient  job  and  to  offer  leadership  in  providing  for  a 
sound  system  of  unemployment  insurance.  The  Bureau  staff  gives 
general  suggestions  to  all  State  agencies  and,  on  request,  individual 
advice  and  help  to  specific  States.  Since  it  receives  and  studies 
reports  from  all  States,  the  Bureau  acts  as  a  clearing-house  of  informa- 
tion on  legislative,  interpretative,  operating,  and  statistical  experience 
of  all  States.  It  has  also  assisted  the  States  to  develop  a  broad 
informational  program. 

The  Bureau  has  worked  continuously  to  develop  an  improved 
benefit  formula  that  would  continue  to  base  benefits  on  wages  but 
permit  the  elimination  of  central-office  wage  records  maintained  by 
the  State  agencies.  Ten  agencies  have  indicated  keen  interest  in  the 
Bureau's  proposals.  The  Bureau  has  worked  closely  with  several 
agencies  that  have  initiated  and  developed  considerable  research  in 
this  field.  Further  progress  in  this  area  will  depend  largely  on  the 
results  of  the  studies  now  under  way.  The  Bureau  is  continuing  to 
encourage  the  interest  of  other  agencies  in  these  efforts,  which  hold 
promise  for  a  major  improvement  in  the  program. 

Relations  with  the  employment  service. — Considerable  progress  was 
made  during  the  year  in  getting  a  closer  working  relationship  between 
the  Bureau  and  the  Employment  Service  (then  in  the  Department  of 
Labor) .  Continuous  attention  was  given  to  improving  the  coordina- 
tion of  placement  and  benefit  payment  activities  in  local  offices. 
This  coordination  has  been  accomplished  by  various  methods  in 
different  States.  In  New  York,  for  example,  a  placement  interviewer 
has  been  assigned  to  the  larger  claims  offices  and  has  been  able  to 
provide  job  mformation  to  claimants,  to  refer  claimants  directly  to 
prospective  employers,  and  to  serve  in  a  Haison  capacity  between  the 
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placement  and  claims  functions.  Michigan  has  developed  a  panel  in 
local  offices  composed  of  a  placement  interviewer  and  a  claims  deputy, 
who  make  special  efforts  to  place  claimants  who  have  been  unable  to 
find  jobs.  Illinois  has  developed  a  similar  system.  In  California,  an 
employment  interviewer  and  a  claims  deputy  interview  selected 
claimants  in  certain  circumstances  when  it  is  believed  such  an  inter- 
view would  be  desirable  for  placement  purposes.  Several  States  have 
used  special  interviews  with  claimants  at  regular  intervals  to  question 
them  on  their  efforts  to  find  employment.  The  fact  that  a  large 
proportion  of  the  labor  supply  now  available  passes  through  the  local 
employment  office  to  file  claims  for  unemployment  benefits  makes  it 
extremely  important  that  increasing  effort  be  given  to  close  working 
relationships  between  claims  and  placement  personnel  in  local  offices. 
A  single  set  of  merit-system  standards  on  the  selection  and  tenure  of 
State  agency  employees  was  completed  during  the  year  and  accepted 
by  the  Employment  Service  as  well  as  all  the  constituent  units  of  the 
Federal  Security  Agency.  A  single  set  of  fiscal  standards  for  State 
agencies  has  been  completed  and  is  being  issued  to  the  agencies. 
Instructions  for  preparing  budgets  for  both  State  employment  service 
and  unemployment  insurance  costs  have  been  based  on  a  single  set  of 
national  economic  assumptions.  While  these  joint  activities  remove  a 
great  deal  of  the  difficulties  that  have  existed  because  two  Federal 
departments  have  been  dealing  with  each  State  agency,  the  consolida- 
tion of  employment  service  and  unemployment  insurance  functions 
in  the  Bureau  of  Employment  Security  on  July  1  should  eliminate  the 
remaining  problems  of  Federal  coordination  in  this  area. 

Appeals. — The  Bureau  continued  to  collaborate  with  the  State 
agencies  in  improving  appeals  operations.  Attention  was  devoted  to 
more  efficient  conduct  of  hearings,  to  streamlining  procedures,  to 
staff  training  and  supervision,  to  improvement  of  decision-writing,  and 
to  securing  better  determination  so  as  to  reduce  the  occasion  for 
appeals.  On  request  and  within  the  limits  of  available  staff,  surveys 
of  appeals  procedure  and  agency  organization  were  made  and  tech- 
nical assistance  was  given  the  agencies.  Under  the  Bureau's  sponsor- 
ship, chief  referees  from  nine  of  the  largest  States  met  in  Washington 
for  a  conference  on  the  management  and  supervision  of  unemploy- 
ment insurance  appeals.  A  statement  of  the  principles  underlying 
benefit-appeals  procedures  was  prepared  and  distributed  to  all  States. 
A  draft  referees'  manual,  prepared  in  the  Bureau,  supplied  State 
agencies  with  a  sample  method  of  preparing  and  organizing  referees' 
instructions.  The  program  of  training  in  the  preparation  and  develop- 
ment of  policy  and  precedent  manuals  was  continued.     In  the  course 
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of  the  fiscal  year,  staff  members  from  a  dozen  State  agencies  came  to 
Washington  to  participate  in  such  training  sessions. 

Other  operating  problems. — The  year  was  marked  by  a  renewed  trend 
toward  decentralization  of  the  making  of  determinations  on  dis- 
qualifying issues  to  local  offices,  by  increased  interest  in  a  similar 
decentralization  of  benefit  payments,  and  by  more  extensive  work  in 
the  detection  of  fraudulent  claims.  In  all  these  areas  the  Bureau 
made  its  staff  available  to  the  agencies  and  helped  in  evaluating 
existing  operations. 

In  23  States,  determinations  on  disqualifying  issues  are  now  made  in 
local  offices.  Not  all  these  States  have  decentralized  determinations 
on  all  issues,  however,  and  nearly  all  stiU  determine  labor-dispute 
issues  in  their  central  offices.  On  the  other  hand,  in  some  of  the  States 
in  which  most  issues  are  determined  centrally,  determinations  on 
various  types  of  issues  are  made  in  the  local  offices.  Several  other 
States  have  indicated  interest  in  at  least  experimenting  with  decentral- 
ization in  selected  local  offices. 

Four  States  now  pay  benefits  in  local  offices  by  cash  or  by  check. 
Rhode  Island  makes  cash  payments  in  all  its  local  offices,  and  Cali- 
fornia is  in  the  process  of  expanding  to  all  its  larger  offices  its  program 
of  making  cash  payments  in  local  offices,  which  ^as  initiated  in  four 
offices  in  the  fall  of  1947.  Michigan  makes  local-office  payments  by 
check,  as  does  Minnesota  in  its  three  largest  local  offices.  No  serious 
administrative  or  operating  problems  seem  to  have  developed  in  those 
States.  From  the  point  of  view  of  the  claimant,  payment  through  the 
local  office  has  the  obvious  advantage  of  permitting  him  to  receive 
his  benefit  payment  on  the  earliest  possible  day  after  the  end  of  the 
compensable  week  for  which  the  payment  is  made.  The  payment  of 
benefits  through  local  offices  makes  more  practicable  the  maintenance 
of  claims  accounts  in  those  offices,  rather  than  in  the  central  office,  and 
Michigan  has  decentralized  this  function.  The  determination  in  local 
offices  of  the  amount  and  the  duration  of  benefits  to  which  a  claimant 
is  entitled  is  hardly  practicable  under  most  State  laws,  but  in  Maine 
and  Michigan,  where  the  State  law  makes  such  decentralization 
practicable,  the  monetary  determinations  are  made  in  local  ofl&ces. 

From  the  beginning  of  the  program,  the  Bureau  and  the  States  have 
directed  their  attention  to  developing  administrative  procedures  and 
methods  that  wiU  prevent  fraud.  In  any  program  involving  payment 
of  money  to  large  numbers  of  recipients  on  the  basis  of  claims  made  by 
them,  some  fraud  must  be  anticipated.  The  problem  is  to  keep  fraud 
to  as  low  a  point  as  is  possible  through  generally  tight  administration 
and  through  the  use  of  special  devices  to  detect  fraud  when  the  costs 
of  and  results  obtained  by  these  devices  can  be  continuously 
evaluated. 
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Although  all  State  agencies  have  uncovered  individual  cases  of 
fraud,  information  received  in  the  Bureau  from  State  agencies  indi- 
cates that  probably  not  more  than  one  claim  in  a  hundred  is  fraudulent. 
The  Bureau  is  continuing  to  give  attention  to  the  problem  and  to  the 
development  of  policies  and  recommendations  applicable  to  the  ac- 
tivities of  State  agencies  in  the  prevention  and  detection  of  fraud. 

During  the  year,  Bureau  technicians  made  administrative  field 
studies  in  16  States.  These  studies  were  designed  to  aid  the  State 
agencies  in  providing  more  effective  operation  of  the  program  at  lower 
costs  and  in  considering  the  installation  of  new  methods,  and  to  obtain 
information  useful  in  the  developmental  work  of  the  Bureau. 

Much  of  the  field  work  was  related  to  three  studies  on  which  the 
Bureau  was  working:  (1)  an  evaulation,  in  cooperation  with  the  State 
agencies,  of  testing  procedures  designed  to  improve  the  quality  of 
claims  taking  and  determinations  in  local  offices  and  thus  prevent 
fraud;  (2)  a  cooperative  program  with  several  State  agencies  which 
relates  procedures  to  unit  times  and  costs  and  which  should  not  only 
encourage  the  administrative  use  of  time  reports  but  also  indicate  to 
some  extent  why  operations  which  are  basically  similar  take  more 
time  to  complete  in  some  States  than  in  others;  and  (3)  a  study  of 
State  administrative  and  staff  organization  and  functions  for  the  pur- 
pose of  developing,  if  possible,  basic  standards  that  could  be  applied 
to  determining  the  cost  of  such  administrative  and  staff  services. 

Development  of  employment  statistics  program. — Substantial  progress 
was  made  during  the  year  in  integrating  the  work  of  the  Department 
of  Labor,  the  Social  Security  Administration,  and  the  State  unemploy- 
ment insurance  agencies  in  the  development  of  regular  data  on  em- 
ployment and  pay  rolls  for  the  use  of  the  general  public.  For  the  last 
decade,  in  accordance  with  standards  established  by  the  Bureau  of 
Employment  Security,  the  State  agencies  have  been  compiling  em- 
ployment and  pay-roll  data  for  covered  industries,  based  on  informa- 
tion submitted  on  employers'  quarterly  contribution  reports;  starting 
from  these  basic  data,  on  the  other  hand,  the  Bureau  of  Labor  Statistics 
has  been  developing  general-purpose  employment  statistics  of  some- 
what broader  coverage  and  greater  currency.  In  accordance  with 
joint  arrangements  set  up  by  the  interested  Federal  agencies  in  the 
preceding  year,  14  State  unemployment  insm'ance  agencies  during 
the  fiscal  year  1948  assumed  responsibility  for  both  of  these  types  of 
functions,  bringing  to  26  the  number  of  States  in  which  these  re- 
sponsibilities have  been  integrated.  Arrangements  have  been  in 
effect  for  a  number  of  years  to  coordinate  the  industrial  classification 
of  firms  reporting  under  both  the  unemployment  insurance  and  the 
old-age  and  survivors  insurance  programs. 
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IMPROVING  UNEMPLOYMENT  INSURANCE 

The  necessity  for  the  unemployment  insm-ance  program  was 
again  demonstrated  during  the  fiscal  year  1947-48  in  which,  though 
employment  was  at  peak  levels,  there  was  also  substantial  labor 
turn-over  and  seasonal  and  Motional  unemployment.  Workers  who 
became  unemployed  had,  for  the  most  part,  benefit  rights  that  were 
substantially  greater  than  in  earlier  years.  The  program  therefore 
constituted  an  invaluable  resource  in  aiding  millions  of  individuals 
during  their  search  for  work  or  until  plants  temporarily  shut  down 
were  reopened.  It  demonstrated  that  provision  for  unemployment 
insurance  did  not  keep  individuals  from  taking  jobs  when  suitable 
work  was  available.  Approximately  19  percent  of  the  eligible  claim- 
ants were  reemployed  in  the  waiting  period  and  never  drew  a  benefit 
check.  Although  claimants  drew  benefits  for  11  weeks,  on  the  aver- 
age, they  were  entitled  to  9  more  weeks  on  the  basis  of  their  wage 
credits. 

If  the  program  is  to  achieve  its  objectives,  however,  much  still 
remains  to  be  done.  Many  workers  who  depend  on  the  continuity  of 
their  earnings  are  still  excluded  from  coverage.  The  benefits  of  many 
workers  do  not  replace  a  reasonable  proportion  of  wage  loss.  Other 
workers  whose  past  earnings  and  employment  would  entitle  them  to 
benefits  are  disquahfied  under  severe  disqualification  provisions  or 
interpretation  of  State  laws.  The  financing  of  the  program  needs 
thoroughgoing  revision. 

More  than  10  years  of  experience,  the  Social  Security  Administra- 
tion is  convinced,  have  amply  demonstrated  that  the  objectives  of 
unemployment  insurance  can  be  most  effectively  achieved  tlurough  a 
uniform  Nation-wide  system.  The  following  advantages  are  among 
many  that  might  be  cited.  Tax  reporting  would  be  greatly  simplified 
for  employers.  One  tax  return  would  serve  for  all  social  insurance 
programs,  instead  of  separate  tax  returns  for  the  Federal  Government 
and  for  each  State  in  which  the  employer  operates.  An  employer 
would  pay  the  same  tax  rate  in  every  State  in  which  he  operates, 
and  also  the  same  tax  rate  as  his  competitors.  Employees  would 
receive  the  same  protection  wherever  they  work,  and  could  move 
freely  from  State  to  State  without  the  danger  of  losing  insurance 
credits.  The  financing  of  unemployment  insurance  could  be  fitted 
into  Nation-wide  poHcies  designed  to  assure  maximum  employment 
and  productivity.  A  much  smaller  reserve  would  be  requhed  if  all 
funds  were  pooled  for  the  Nation  as  a  whole  and  each  State  did  not 
need  to  build  up  a  separate  reserve  to  meet  its  possible  requirements. 
The  artificial  hues  of  State  boundaries  that  now  separate  employment 
office  systems  would  be  eUminated,  and  the  labor  markets  that  cut 
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across  State  lines,  such  as  that  of  St.  Louis,  Missouri,  and  East  St. 
Louis,  lUinois,  could  be  serviced  as  a  unit.  There  are  now  nearly 
50  such  labor  markets  in  the  United  States.  The  restriction  on  labor 
mobility  that  differences  in  State  unemployment  insurance  laws  create 
would  be  eliminated.  The  cumbersome  reciprocal  arrangements  into 
which  States  must  now  enter  to  deal  with  the  coverage  of  and  payment 
of  benefits  to  interstate  workers,  and  which  have  never  operated 
satisfactorily,  would  be  unnecessary.  Public  understanding  of  the 
program  would  be  facilitated.  Interstate  employers  would  no  longer 
need  to  retain  expensive  staffs  to  keep  informed  on  the  multitudinous 
differences  in  the  State  laws,  and  interstate  workers,  as  they  move 
from  State  to  State,  would  no  longer  be  baffled  by  the  differences  in 
the  laws.  A  national  employment  service  would  be  available  in  time 
of  national  emergency,  and  it  would  not  be  necessary,  as  it  was  after 
Pearl  Harbor,  for  the  State  employment  services  to  be  hastily  merged 
into  a  national  service.  The  Bureau  of  Old-Age  and  Survivors  In- 
surance has  demonstrated  that  a  local  office  of  a  national  bureau  can 
give  as  personalized  service  to  social  insm-ance  claimants  as  can  a 
State  office.  Many  economies  in  administration  could  be  effected. 
The  coUection  of  one  over-all  social  insurance  tax  would  result  in 
substantial  savings,  as  would  the  elimination  of  the  duplicate  w^age 
records  kept  by  the  Federal  Bm^eau  of  Old-Age  and  Survivors  In- 
surance and  the  State  unemployment  compensation  agencies.  The 
assembly  from  several  States  of  wage  records  of  interstate  workers 
would  no  longer  be  necessary.  Many  other  economies  would  also 
be  possible. 

Coverage 

Although  the  tax-offset  features  of  the  Federal  Unemployment  Tax 
Act  assured  that  all  employment  covered  by  the  act  would  be  covered 
by  State  laws,  29  States  have  extended  coverage  beyond  the  limitation 
of  eight  or  more  employees  still  present  in  the  Federal  act,  and  17  of 
them  cover  all  firms  regardless  of  size.  Thirty  other  States  have  legal 
provisions  for  covermg  all  firms  regardless  of  size  if  and  when  the 
Federal  act  is  extended  to  such  groups,  and  20  States  will  auto- 
matically extend  their  acts  to  cover  employments  now  excluded, 
when  the  Federal  act  is  so  extended. 

There  is  substantial  agreement  that  extension  of  the  Federal 
Unemployment  Tax  Act  to  employers  of  one  or  more  workers  has 
been  too  long  delayed.  Such  extension  will  mean  that  only  four 
State  legislatures  will  have  to  amend  their  laws  to  cover  this  group; 
the  rest  of  the  States  already  have  such  a  provision  either  effective 
or  dependent  upon  congressional   action.     The   exclusion   of  small 
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firms  from  the  Federal  unemployment  tax  was  originally  made  be- 
cause of  the  administrative  difficulties  involved  in  collecting  contri- 
butions from  and  paying  benefits  to  the  employees  of  small  firms. 
The  experience  of  the  17  States  covering  all  firms  irrespective  of  size 
has  demonstrated  that  both  large  and  small  States  can  successfully 
cover  firms  with  one  or  more  employees.  Extension  of  coverage  to 
small  firms  would  add  about  2.8  million  jobs  to  coverage  under  unem- 
ployment insurance. 

Coverage  should  also  be  extended  to  the  employees  of  nonprofit 
institutions,  except  clergymen  and  members  of  religious  orders  and 
part-time  workers  whose  earnings  do  not  exceed  $45  a  quarter.  Al- 
though there  is  probably  greater  stability  of  employment  in  many 
religious,  charitable,  and  educational  enterprises  than  in  pris^ate 
business,  there  is  still  evidence  of  considerable  unemployment  at 
different  times  among  teachers,  nurses,  and  social  workers.  Many 
jobs  in  nonprofit  institutions  are  exactly  the  same  as  those  in  private 
industry,  and  employees  such  as  cooks  or  laundresses  in  hospitals, 
office  workers  in  schools,  or  printers  in  religious  printing  establish- 
ments have  the  same  need  of  insurance  protection  as  do  others.  Ap- 
parently recognizing  this  fact,  at  least  six  States  have  covered  part 
of  the  nonprofit  group.  (See  pages  95-97  for  a  fuller  discussion  of 
the  issues  involved  in  covering  nonprofit  organizations.) 

The  Social  Security  Administration  also  recommends  that  Congress 
reconsider  the  action  taken  in  passing  Public  Law  642,  which  empha- 
sized the  technical  common-law  control  test  as  the  sole  basis  for  de- 
termining the  employer-employee  relationship  under  the  Federal  Un- 
employment Tax  Act,  and  that  the  broader  test  of  employee  status 
of  recent  Supreme  Court  decisions  be  followed.  A  broader  test  is  now 
incorporated  in  all  but  14  State  unemployment  insurance  laws.  It 
is  to  be  hoped  that  the  States  will  not  narrow  their  present  definitions 
and  interpretations  but  wih  retain  their  existing  coverage.  The  ex- 
perience of  1939  does  not  support  this  hope,  however;  when  Federal 
coverage  was  restricted  by  the  addition  of  various  miscellaneous 
groups  to  those  already  excluded  by  a  change  in  the  definition  of 
agricultural  labor,  many  States  brought  their  coverage  into  line  with 
the  Federal  law. 

Some  problems  concerning  maritime  workers  still  remain.  When 
the  Federal  Unemployment  Tax  Act  was  amended  in  1946  to  permit 
State  laws  to  cover  seamen  on  private  vessels  and  when  the  temporary 
program  of  reconversion  unemployment  benefits  for  seamen  was 
adopted,  the  authority  of  the  Maritime  Commission  to  operate  vessels 
was  due  to  end  on  February  29,  1948.  As  a  result,  the  temporary 
program  was  set  to  expire  on  June  30,  1949,  by  which  time  it  was  con- 
templated that  seamen  would  be  covered  effectively  under  State  laws. 
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Recent  international  events  have  affected  this  situation,  however. 
The  right  of  the  Maritime  Commission  to  operate  vessels  has  been 
extended  to  March  31,  1949,  and  the  Economic  Cooperation  Act  pro- 
vides that  at  least  50  percent  of  the  gross  tonnage  of  commodities 
procured  in  the  United  States  shall  be  transported  on  American  vessels. 
As  a  result,  some  amendment  to  existing  provisions  is  needed  to  ensure 
that  seamen  on  vessels  under  the  control  of  the  Maritime  Cormnission 
will  continue  to  have  unemployment  insurance  protection  after  June 
30,   1949. 

Additional  responsibility  should,  however,  be  given  to  the  Federal 
Government  to  ensure  that  maritime  workers  covered  under  State 
unemployment  insurance  laws  will  be  treated  as  are  all  other  workers. 
The  1946  amendments  to  the  Federal  act  granted  permission  to  the 
States  to  tax  specified  maritime  service,  "subject  to  the  condition 
that  such  service  shall  be  treated,  for  purposes  of  wage  credits  given 
employees,  like  other  service  subject  to  such  State  unemployment 
insurance  law  performed  for  such  person  in  such  State  ..."  These 
conditions  were  written  into  the  bill  in  order  "to  see  to  it  that  the 
peculiarities  of  the  seamen's  trade  do  not  result  in  unwarranted  dis- 
crimination against  them."  The  act  did  not  give  any  Federal  agency 
power  to  administer  this  provision,  however,  nor  did  it  specify  any 
administrative  penalty  if  the  condition  was  not  met.  To  carry  out 
the  intent  of  Congress,  responsibility  for  assuring  that  maritime  work- 
ers are  treated  as  other  workers  with  respect  to  benefit  rights  should 
be  made  a  condition  of  tax-offset  credit  and  the  granting  of  funds. 
At  the  present  time,  two  States  have  different  disqualification  pro- 
visions for  maritime  workers,  and  two  other  States  treat  differently 
the  wage  credits  of  those  workers  and  the  credits  of  all  other  covered 
workers. 

In  spite  of  the  existence  of  the  civil-service  system,  the  risk  of 
unemployment  through  abolition  or  reorganization  of  agencies,  re- 
ductions in  appropriations,  or  completion  of  temporary  jobs  is  very 
real  among  Federal  employees.  With  the  reintroduction  of  selective 
service,  large  numbers  of  young  men  will  face  the  possibility  of  unem- 
ployment on  conclusion  of  their  period  of  service.  Consideration 
should  be  given  to  extending  the  benefits  of  unemployment  insurance 
to  ex-Federal  employees  and  ex-servicemen  under  such  conditions 
that  they  wUl  be  treated  with  substantial  uniformity,  since  pay  scales, 
leave  regulations,  and  other  conditions  of  employment  are  uniform  for 
similar  classes  of  Federal  employees  throughout  the  country. 

While  it  would  probably  be  wise  to  delay  coverage  of  agricultural 
and  domestic  workers  under  unemployment  insurance  until  some  ex- 
perience has  been  gained  under  old-age  and  survivors  insurance  or 
through  State  experimentation,  exemption  from  coverage  should  cer- 
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tainly  be  restricted  to  bona  fide  agricultural  employment.  The 
definition  of  agricultural  labor  in  section  1426  (h)  of  the  Internal 
Revenue  Code  is  so  plu-ased  as  to  exclude  many  industrial  operations 
from  coverage.  For  example,  more  than  200,000  workers  engaged  in 
the  handling,  packing,  packaging,  and  processing  of  fruit  and  vege- 
tables are  excluded.  A  number  of  States  limit  the  exclusion  to  service 
performed  for  an  owner  or  tenant  of  a  farm  as  an  incident  to  ordinary 
farming  operations,  and  it  is  recommended  that  the  Federal  definition 
of  agricultural  labor  likewise  be  confined  to  such  service.  If  any 
changes  are  made  in  the  definition  of  agricultural  labor  or  of  other 
excluded  services,  it  is  important  that  the  technical  definitions  be 
kept  identical  for  both  old-age  and  survivors  insurance  and  unem- 
ployment insurance. 

If  unemployment  insurance  is  made  part  of  a  Federal  system  of 
social  insurance,  coverage  can  be  extended  more  broadly  than  under 
State  systems.  The  principal  deterrent  to  covering  small  firms  and 
agricultural  and  domestic  employees  under  unemployment  insurance 
has  been  the  administrative  problem  of  collecting  contributions  for 
them.  Old-age  and  survivors  insurance  already  covers  employers 
of  one  or  more  employees.  The  feasibility  of  extending  coverage  to 
all  employers,  regardless  of  size  of  firm,  has  therefore  been  demon- 
strated. It  is  recommended  elsewhere  in  this  report  that  the  pro- 
tection of  old-age  and  survivors  insurance  be  extended  to  agricultural 
and  domestic  workers.  If  a  single  Federal  contribution  is  collected 
from  these  groups  for  the  other  Federal  social  insurance  programs,  the 
contribution  need  merely  be  increased  in  amount  to  cover  the  same 
groups  for  unemployment  insurance.  In  fact,  identical  coverage 
would  simplify  administration. 

Benefits 

In  1937,  all  but  two  State  laws  provided  a  maximum  weekly  benefit 
amount  of  $15;  today  only  one  State,  with  1  percent  of  the  employed 
covered  population,  contains  such  a  maximum  in  its  law.  The  laws 
of  40  States,  that  include  88  percent  of  the  covered  population,  now 
contain  maximums  of  $20  or  more.  Five  States  provide  additional 
benefits  for  the  dependents  of  claimants. 

Despite  these  developments,  however,  the  inflationary  trend  in 
prices  is  creating  inequities.  High  prices  are  hurting  all  consumers, 
and  especially  those  with  fixed  incomes.  The  great  majority  of  in- 
dividuals who  have  no  current  earnings  and  whose  income  is  derived 
from  pensions,  benefit  payments,  or  annuities  are  particularly  hard 
hit.  A  large  number  of  workers,  despite  rather  steady  employment 
at  wages  which  seem  fairly  high  as  compared  with  prewar  rates,  are 
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Chart  10.— -Ratio  (percent)  of  average  weekly  unemployment  benefit  to  aver- 
age weekly  wage  in  covered  employment,  by  State,  October-December  1947 
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spending  a  disproportionate  stiare  of  their  income  on  nondeferrable 
necessities.  As  a  consequence,  they  find  themselves  without  cash 
reserves  and  in  serious  economic  difficulties  when  faced  with  unem- 
ployment of  even  short  duration.  Unemployment  insurance  pay- 
ments, in  such  circumstances,  play  a  particularly  significant  role  in 
the  budget  of  the  unemployed  worker.  To  be  adequate,  the  benefit  for 
a  claimant  without  dependents  should  be  at  least  50  percent  of  weekly 
wages.  In  addition,  claimants  with  dependents  should  receive  sup- 
plementary amounts. 

The  average  weekly  benefit  is  much  higher  today  than  it  was  before 
the  war— it  rose  from  $10.56  in  1940  to  $18.19  in  1948— but  rising 
prices  have  cut  considerably  the  "real"  value  of  the  benefits.  In 
terms  of  the  consumer's  price  index  (based  on  1935-39  prices)  the 
1948  benefit  is  now  worth  only  about  $10.50.  Moreover,  despite  the 
increase  in  the  maximum  weekly  benefits  in  many  States,  the  wages 
to  which  the  benefits  are  geared  have  increased  to  an  even  greater 
extent.  While  the  average  benefit  increased  by  about  $7.50  over  the 
amount  in  the  fiscal  year  1939-40,  the  average  wage  in  covered  em- 
ployment rose  by  about  $25.  Consequently  the  ratio  of  average 
weekly  benefits  to  average  weekly  wages  has  declined.  In  October- 
December  1940,  average  benefits  represented  37  percent  of  average 
wages,  but  the  proportion  dropped  to  32.5  percent  by  October-De- 
cember 1947.  In  18  States  the  ratio  was  less  than  30  percent.  In  the 
great  majority  of  States,  the  maximum  weekly  benefit — not  the  aver- 
age— was  well  below  50  percent  of  average  weekly  earnings,  the 
ratio  accepted  from  the  beginning  of  the  program.  The  Social 
Security  Administration  recommends  that  the  maximum  benefit  be 
$30  for  persons  without  dependents  and  $45  for  persons  with  three  or 
more  dependents.  In  arriving  at  the  percentage  of  wage  loss  to  be 
compensated,  the  benefit  formula  should  be  designed  so  that  average 
weekly  benefits  for  a  person  without  dependents  approximate  50  per- 
cent of  average  weekly  earnings. 

In  1937,  45  States  set  the  maximum  duration  of  benefits  at  between 
12  and  16  weeks  a  year,  and  only  five  States  set  it  at  20  weeks.  In 
June  1948,  40  States,  with  87  percent  of  the  covered  population,  pro- 
vided a  maximum  duration  of  20-26  weeks.  Not  all  States,  however, 
protect  all  eligible  workers  for  the  maximum  duration  established  by 
the  State  law,  even  if  they  remain  unemployed.  Only  15  laws  pro- 
vide for  a  uniform  duration  of  benefits  to  all  eligible  workers  of  that 
State;  the  others  relate  the  actual  duration  of  a  worker's  benefits  to 
his  past  employment  and  earnings.  While  this  provision  may  not 
be  serious  in  a  period  when  unemployment  is  brief  and  workers  have 
steady  employment  before  they  become  unemployed,  it  is  not  a  sound 
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provision  for  future  planning.  The  Social  Security  Administration 
recommends  that  26  weeks'  potential  duration  of  benefits  be  provided 
to  all  claimants  who  meet  the  qualifying-wage  requirement. 

Disqualification  from  Benefits 

The  adequacy  of  the  program  has  been  affected  seriously  by  the 
distortion  of  disqualification  provisions.  In  1937  only  seven  States 
provided  for  outright  cancellation  or  reduction  of  benefit  rights  when 
a  worker  voluntarily  quit  a  job  without  good  cause,  was  discharged 
for  misconduct,  or  refused  suitable  work.  Today  22  State  laws 
contain  such  provisions. 

In  1937  only  five  State  laws  postponed  benefits  for  the  duration  of 
an  individual's  unemployment,  and  in  each  of  these  States  it  was  for 
a  single  disqualifying  cause.  Today  10  States  postpone  benefits  until 
reemployment,  and  the  specified  causes  total  25.  In  1937  only  four 
States  limited  good  cause  for  voluntary  leaving  to  good  cause  "at- 
tributable to  the  employer."  Today  16  State  laws  contain  such  a 
provision.  In  1937  no  State  had  a  disqualification  period  for  volun- 
tary leaving  in  excess  of  9  weeks;  now  seven  States  would  disqualify 
for  11  to  16  weeks,  and  10  States  disqualify  for  the  duration  of  the 
spell  of  unemployment.  In  general,  a  similar  situation  exists  with 
respect  to  discharge  for  misconduct  and  refusal  of  suitable  work. 
Many  of  these  disqualifications  have  been  inserted  in  State  laws  with 
the  hope  that,  through  the  imposition  of  these  disqualifications,  em- 
ployers' contribution  rates  can  be  reduced  still  further.  It  may  be 
that  the  type  of  experience  rating  now  in  effect  in  most  States  has 
been  largely  responsible  for  these  disqualification  provisions  and  for 
the  increasing  number  of  harsh  benefit  decisions.  There  is  some 
indication  that  in  a  significant  number  of  cases  the  decision  whether 
benefits  shall  be  paid  or  denied  turns,  not  on  the  reasonableness  of 
the  claimant's  action,  but  on  whether  the  employer  is  or  is  not  found 
to  be  responsible  for  the  claimant's  unemployment. 

The  Social  Security  Administration  recommends  that  all  disquali- 
fications should  involve  only  a  postponement  of  benefits  of  not  more 
than  4  weeks  and  in  no  event  should  a  disqualification  for  voluntary 
quitting  be  imposed  if  a  claimant  quits  with  good  cause,  not  exclud- 
ing causes  based  on  good  personal  reasons,  nor  should  a  disqualifica- 
tion be  inflicted  for  discharge  because  of  inability  to  do  the  work.  In 
an  economic  system  like  ours,  based  on  free  private  enterprise,  it  is 
important  that  the  unemployment  insurance  system  protect  the  free- 
dom of  the  individual  when  such  freedom  to  move  from  one  job  to 
another  is  geared  to  generally  accepted  social  objectives. 
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Financing  More  Adequate  Benefits 

In  planning  the  financing  of  the  unemployment  insurance  program, 
the  Committee  on  Economic  Security  recommended  and  Congress 
established  a  3-percent  Federal  tax  on  pay  rolls.  The  accompanying 
provision — permitting  employers  to  offset  up  to  90  percent  of  the 
Federal  tax  for  contributions  to  State  funds — in  effect  established  the 
presumption  that  a  basic  State  contribution  rate  of  2.7  percent  was 
necessary  to  finance  benefit  outlays  over  a  business  cycle. 

Nine  years  of  State  experience  in  paying  benefits  have  provided  a 
better  understanding  of  the  relation  of  contribution  income  and 
benefit  outlays  to  changes  in  labor-market  conditions.  Furthermore, 
vast  reserves  have  accumulated  in  the  unemployment  trust  fund  since 
1935  despite  the  fact  that  all  States  now  collect  contributions  below 
the  statutory  rate  through  the  operation  of  experience  rating  and  that 
almost  all  the  States  have  increased  the  amount  and  duration  of 
benefits  and  decreased  the  waiting  period.  The  average  effective  rate 
for  the  country  as  a  whole  was  1.2  percent  in  1947-48,  and  the  amend- 
ments to  experience-rating  provisions  of  State  unemployment  insur- 
ance laws  operated  to  prevent  automatic  increases  in  rates  and  to 
make  it  easier  for  employers  to  obtain  or  keep  their  low  rates.  These 
changes  have  served  to  place  the  program,  during  the  present  period 
of  high  employment,  on  almost  a  current  financing  basis,  with  total 
annual  contributions  roughly  equaling  annual  benefit  expenditures. 

Studies  of  the  benefit  costs  of  the  program  indicate  that  unem- 
ployment insurance  is  much  less  costly  than  it  was  beheved  to  be  10 
years  ago  and  that  contributions  needed  to  support  the  benefits  can 
be  less  than  originally  contemplated,  by  proper  utilization  of  existing 
reserves.  If  all  contributions  are  collected  by  the  Federal  Govern- 
ment under  a  uniform,  Nation-wide  system  and  placed  in  a  single 
fund,  the  reduction  in  the  tax  could  be  significantly  greater  than  if  the 
Federal-State  system  is  continued  and  separate  reserve  funds  are 
maintained  for  each  State.  Under  the  Federal-State  system,  not 
only  are  administrative  expenses  higher  than  they  would  be  under  a 
national  system,  but  part  of  the  total  tax  should  be  set  aside  as  a  fund 
to  guarantee  the  solvency  of  the  State  laws,  in  view  of  the  marked 
differences  among  States  in  their  experience  with  unemployment. 

Experience  has  indicated  that  existing  Federal  requhements  to  be 
met  by  employers,  if  they  are  to  receive  "additional  credit"  against 
the  Federal  tax,  are  difficult  to  interpret  and  uicorporate  in  a  workable 
experience-rating  plan.  Furthermore  the  requirements  involve  many 
intricate  questions  that  have  little  practical  effect  in  safeguarding 
the  national  interest,  which  demands  that  rate  reductions  shall  not 
jeopardize  the  payment  of  benefits.  In  addition,  existing  experience- 
rating  plans  work  in  such  a  way  as  to  raise  rates  just  when  sound 
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financing  would  dictate  the  need  to  lower  them.  The  standards  in 
the  Federal  act  also  serve  to  penalize  new  employers.  Obviously  a 
uniform  rate  applicable  to  all  employers  would  be  simpler  and  more 
economical  to  administer.  It  would  facilitate  the  adoption  of  plans 
that  would  vary  rates  with  the  business  cycle  and  the  extension  of 
coverage  to  groups  not  now  covered.  If  the  additional-credit  provi- 
sions of  the  present  Federal  act  are  retained,  they  should  be  so  amended 
as  to  give  States  greater  freedom  in  the  type  of  rate  modifications 
they  wish  to  establish.  States  then  would  be  free  to  continue  indi- 
vidual experience  rating  without  the  need  for  meeting  the  standards 
now  included  in  the  Federal  act,  or  they  could  adjust  rates  uniformly 
for  all  employers.  If  rate  modifications  are  permitted  under  State 
laws,  Federal  standards  should  assure  that  adequate  benefits  are  paid 
in  every  State  and  so  financed  as  to  give  reasonable  assurance  of  the 
solvency  of  the  fund  over  a  decade. 

To  ensure  that  State  financial  provisions  will  not  require  an  increase 
in  employer  contribution  rates  when  benefit  outlays  are  heavy — 
exactly  the  worst  time  for  sound  financing — there  should  be  permanent 
and  adequate  provision  for  making  Federal  funds  available  to  the 
States  when  their  funds  become  low.  The  provisions  now  in  Federal 
law  for  advances  to  the  States  are  due  to  expire  January  1,  1950. 

A  further  safeguard  against  needing  to  increase  contributions  dur- 
ing periods  of  heavy  unemployment  would  be  provided  by  the  require- 
ment of  a  minimum  State  contribution  to  State  funds  necessary  to 
secure  full  credit  against  the  Federal  tax.  The  average  contribution 
rate  is  low  in  many  States — and  not  only  in  States  with  high  reserves. 
Thus,  one  State  has  reduced  its  average  contribution  to  0.7  percent 
of  pay  roU,  although  its  reserves  now  represent  only  7.1  percent  of 
pay  roll,  as  against  9.5  percent  4  years  ago.  In  fact,  13  States  lowered 
average  employer  contribution  rates  during  the  fiscal  year  to  less  than 
1  percent  of  taxable  pay  roll. 

Not  only  is  such  a  lowering  of  contribution  rates  questionable  fiscal 
practice  during  times  when  employers  can  best  afford  to  contribute, 
but  it  also  is  resulting  in  large  discrepancies  among  the  States  in 
their  rate  structures.  Average  contribution  rates  ranged  from  a  low  of 
0.3  percent  to  2.7  percent  in  the  fiscal  year  1948.  Individual  employer 
contribution  rates  ranged  from  zero  to  a  possible  high  of  4.0  percent. 
Such  unrestricted  setting  of  contribution  rates  by  the  States  has  largely 
destroyed  one  of  the  original  purposes  of  the  unemployment  insurance 
provisions  of  the  Social  Security  Act,  namely,  to  equalize  competitive 
costs  of  unemployment  insurance  among  the  States  through  a  uniform 
Federal  unemployment  tax.  The  differences  in  competitive  costs 
among  the  States  could  be  reduced  if  the  Federal  provision  required 
at  least  a  minimum  contribution  to  State  funds. 
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Such  changes  should  go  a  long  way  toward  putting  the  financing  of 
the  program  on  a  sound  basis. 

At  a  minimum  the  Social  Security  Administration  recommends  that 
immediate  action  be  taken  to  amend  the  additional-credit  provisions 
of  the  Federal  act  to  make  possible  the  granting  to  new  employers  of 
a  uniform  rate  lower  than  2.7  percent,  until  they  had  accumulated 
enough  experience  to  be  rated  on  an  individual  basis.  Such  a  device 
would  at  least  lessen  the  present  discrimination  against  newly  subject 
employers  and  would  remove  a  major  obstacle  to  extension  of  coverage. 

The  administrative  difficulties  discussed  above,  which  are  inherent 
in  the  present  tax-offset  system,  could  be  solved  to  a  considerable 
extent  if  a  system  of  Federal  grants  to  States  to  cover  both  benefit 
and  administrative  costs  were  substituted  for  the  present  financing 
provisions. 

Under  such  a  plan  the  Federal  Government  would  impose  a  Nation- 
wide uniform  levy,  without  any  offset,  under  the  Federal  Unemploy- 
ment Tax  Act.  From  the  proceeds  of  that  tax  it  would  grant  to  each 
State  half  the  total  cost  of  its  program— both  benefit  disbursements 
and  administrative  expenses.  The  State  would  be  responsible  for 
the  other  half,  which  it  could  finance  by  whatever  method  it  preferred. 
In  view  of  the  size  of  the  State  reserves  in  the  unemployment  trust 
fund,  however,  the  Social  Security  Administration  believes  that  each 
State  should  finance  and  unprove  its  system  out  of  its  reserve  fund 
until  the  reserve  fund  is  reduced  to  half  the  amount  of  the  reserve  at 
the  time  the  change  in  the  taxing  provisions  went  into  effect.  Until 
that  level  has  been  reached,  Federal  matching  grants  should  not 
become  available.  Such  an  arrangement  would  not  penalize  a  State 
with  a  relatively  large  fund,  since  the  level  at  which  Federal  sharing 
began  would  be  directly  related  to  the  size  of  the  State's  reserve  when 
the  law  was  enacted.  Until  Federal  grants  became  payable,  all 
proceeds  from  the  Federal  tax  would  be  deposited  in  a  Federal  reserve 
fund  as  a  contingency  reserve  against  future  emergencies. 

Such  a  grant-in-aid  plan  would  not  ehminate  the  present  wide 
variations  in  the  contribution  rates  payable  by  employers,  but  it 
would  tend  to  lessen  the  range  of  variation.  It  would  also  provide 
an  element  of  reinsurance,  since  the  State  that  experienced  consider- 
able unemployment  would  receive  relatively  more  in  Federal  funds 
than  a  State  that  did  not.  It  would  simplify  employer  reporting  some- 
what and  would  do  away  with  dupHcate  taxation  now  possible  under 
the  tax-offset  provisions.  States  would  have  greater  flexibihty  than 
at  present  in  financing  benefit  costs  and,  since  the  Federal  Government 
assumes  a  share  of  future  habihty,  the  stabihty  of  the  whole  system 
would  be  improved. 
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•  All  unemployment  insm*ance  laws  must  have  adequate  provisions 
for  the  payment  of  benefits  if  they  are  to  serve  the  Nation  effectively 
as  a  first  line  of  defense  against  the  effects  of  widespread  unemploy- 
ment. Therefore,  if  reliance  continues  to  be  placed  in  a  Federal-State 
system,  the  Social  Security  Administration  recommends  the  adoption 
of  Federal  minimum  standards  appHcable  to  the  potential  duration 
of  benefits,  to  the  proportion  of  wage  loss  to  be  compensated,  includ- 
ing provision  for  dependents,  and  to  ehgibiUty  and  disqualification 
provisions.  Such  standards  could  go  a  long  way  toward  assuring  ade- 
quate benefits  throughout  the  country.  Federal  benefit  standards, 
coupled  with  a  reinsurance  fund,  would  also  enable  the  individual 
State  systems  to  provide  adequate  benefits  without  the  fear  of  having 
to  meet  burdensome  costs  in  an  emergency.  Benefit  standards  and 
reinsurance  can  be  incorporated  under  either  a  tax-offset  system  or  a 
grant-in-aid  plan. 

Financing  Administrative  Costs 

The  provision  for  100-percent  Federal  financing  of  State  administra- 
tive costs  is  unique  in  the  history  of  Federal  grant-in-aid  programs  in 
this  country.  It  sprang  from  the  recognition  by  Congress  that  un- 
employment was  a  national  problem  and  that  adequate  administrative 
funds  were  needed  in  every  State,  large  and  small,  industrial  or 
agricultural,  if  the  State  unemployment  insurance  programs,  in  com- 
bination, were  to  function  as  a  Nation-wide  program.  The  persons 
who  participated  in  the  drafting  of  the  original  Social  Security  Act 
were  aware  of  the  inadequacies  in  the  financing  of  administrative 
expenses  under  State  workmen's  compensation  programs.  To  assure 
more  adequate  financing  of  the  administration  of  the  employment 
security  program,  they  recommended  that  there  be  Federal  financing 
of  administrative  expenses.  Moreover,  provision  for  100-percent 
Federal  financing  of  State  administrative  costs  gave  assurance  that 
States  would  have  the  funds  necessary  to  comply  with  requirements 
laid  down  in  the  Federal  statutes  and,  therefore,  assurance  that  the 
national  interest  in  the  program  would  be  preserved.  By  and  large, 
the  irritations  and  difficulties  that  have  arisen  over  administrative 
financing  have  not  been  concerned  with  the  Federal  requirements  in 
title  III  but  with  the  details  of  the  budgetary  process  which  exist  in 
large  part  under  any  well-supervised  system  of  budgetary  controls — 
Federal  or  State,  public  or  private. 

The  Social  Security  Administration  has  been  concerned  with  the 
fact  that  100-percent  Federal  financing  does  not  create  sufficient  State 
interest  in  economical  administration.  Moreover,  both  the  Federal 
administrative   agencies   and    the   State   agencies   have   found   that 
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existing  Federal  budgetary  procedures  requiring  frequent  deficiency 
appropriations  are  not  flexible  enough  for  a  program  as  sensitive  to 
changes  in  economic  conditions  as  the  unemployment  insurance  pro- 
gram, and  do  not  provide  State  agencies  with  funds  in  sufficient  time 
to  staff  adequately  for  their  needs.  The  States  have  felt,  too,  that 
Congress  has  not  appropriated  sufficient  funds  for  the  operation  of  the 
program — particularly  in  view  of  the  fact  that  the  Federal  Govern- 
ment has  collected  more  from  the  0.3-percent  Federal  tax  than  it  has 
appropriated  for  administrative  expenses — and  that  the  Federal 
Government  exercises  too  rigid  control  over  the  expenditure  of  those 
funds. 

On  the  other  hand,  the  existing  provision  has  permitted  the  State 
systems  a  more  adequate  administration  than  many  other  purely 
State  functions  have  been  able  to  achieve.  During  the  fiscal  years 
1938-47,  State  administrative  costs  of  the  employment  service  and 
unemployment  insurance  programs  have  amounted  to  0.2  percent  of 
taxable  pay  rolls,  8  percent  of  contributions,  and  21  percent  of  benefits. 
The  present  provision  has  also  ensured  a  degree  of  minimum  uni- 
formity of  administration  among  the  States  that  is  essential  to  a 
Federal-State  program  and  that  would  not  have  been  possible  had 
each  State  legislature  appropriated  funds  for  its  own  operation.  Most 
State  officials  agree  on  the  need  for  maintaining  the  national  interest 
in  adequate  financing  of  the  State  programs,  which  can  be  achieved 
only  through  equitable  distribution  by  the  Federal  Government  of 
funds  made  available  by  Congress  for  the  51  agencies. 

Although  the  0.3-percent  Federal  tax  collected  by  the  Federal 
Government  has  generally  been  considered  the  source  for  financing 
the  administl-ative  costs  of  the  unemployment  insurance  program  and 
those  costs  of  the  employment  service  necessary  for  the  proper  and 
eflacient  administration  of  unemployment  insurance,  the  proceeds  of 
the  tax  have  gone  into,  and  the  administrative  costs  have  in  fact  been 
met  from,  the  general  funds  of  the  Treasury.  This  procedure  differs 
from  that  estabhshed  by  Congress  for  financing  the  administrative 
costs  of  the  railroad  retirement,  railroad  unemployment  insurance, 
and  old-age  and  survivors  insurance  programs.  Moreover,  each  year 
since  the  beginning  of  the  program,  tax  collections  have  far  exceeded 
appropriations  for  administrative  expenses  of  the  employment 
security  program — employment  service  and  unemployment  insurance. 
This  has  occurred  because  taxable  wages  and  employment  rose 
throughout  the  period  and  claims  loads  and  benefit  payments  were 
extremely  low  through  much  of  it.  It  is  estimated  that  since  the 
beginning  of  the  program  in  1936  the  Federal  Government  has  col- 
lected about  $500  million  more  than  it  spent  for  the  administrative 
expenses  of  the  employment  service  and  unemployment  insurance. 
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Kecognizing  the  Nation's  concern  for  the  solvency  of  State  funds, 
Congress  in  1944  provided  for  depositing  the  excess  of  tax  collections 
over  unemployment  insurance  expenses  in  a  Federal  unemployment 
accoimt  earmarked  for  use  by  the  States  when  their  trust  funds  faced 
insolvency.  There  has  been  no  appropriation  to  that  account,  how- 
ever, because  the  State  funds  have  not  needed  any  financial  aid.  This 
provision  should  be  amended  so  that  the  proceeds  of  the  Federal  un- 
employment tax,  instead  of  merely  the  excess  as  now  provided,  are 
earmarked  for  employment  service  and  unemployment  insurance  pur- 
poses in  the  Federal  unemployment  account.  Such  earmarking 
would  give  Congress  a  benchmark  in  appropriating  funds  for  the 
operation  of  the  program.  In  addition,  the  Social  Security  Adminis- 
tration recommends  that  in  appropriating  funds  Congress  provide 
both  a  normal  and  a  contingency  appropriation,  the  latter  to  be  made 
available  to  the  States  only  when  unforeseen  emergencies  arise.  Such 
a  contingency  appropriation  would  eliminate  the  need  for  frequent 
deficiency  appropriations,  a  procedure  which  makes  it  djflicult  for 
States  to  plan  adequately  for  their  staff  requirements. 

The  surplus  of  Federal  tax  collections  over  expenditures,  which  has 
been  built  up  over  the  years,  may  not  be  any  iudication  of  future 
relationships,  however,  for  a  sharp  decrease  in  taxable  pay  rolls  may 
cut  Federal  collections  at  just  the  time  when  State  agencies  will  be  faced 
with  a  heavy  claims  load.  Therefore,  it  would  seem  wise  to  prov^ide 
that  any  surplus  of  Federal  tax  collections  over  administrative  ex- 
penditures available  in  any  year  can  be  used  for  administrative 
expenses  in  a  year  when  tax  revenues  are  low,  as  well  as  for  advances 
to  the  States  when  their  funds  face  insolvency. 

The  Nation's  Stake  in  Unemployment  Insurance 

The  imemployment  insiu-ance  system  has  been  in  full  operation  in  all 
States  for  a  decade.  When  it  began,  about  9  million  persons  had  been 
unemployed  for  some  time  and  were  outside  the  system.  Since  then, 
economic  conditions  have  for  the  most  part  been  on  the  upgrade.  After 
1941,  the  defense  and  the  war  programs  kept  unemployment  below 
what  had  been  considered  the  irreducible  minimum  for  a  country  of  the 
size  of  the  United  States.  Dm-ing  the  reconversion  period,  millions  of 
individuals  changed  from  wartime  to  peacetime  jobs  and  millions  of 
veterans  were  absorbed  into  peacetime  pursuits  without  as  much  un- 
employment of  serious  or  prolonged  proportions  as  had  been  expected. 
In  June  1948,  with  a  total  civilian  labor  force  of  63.5  million,  only  2.2 
million  persons,  or  3.4  percent  of  the  labor  force,  were  unemployed. 
Most  of  the  unemployed  are  now  protected  during  their  periods  of 
unemployment  through  provision  for  unemployment  insurance. 
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The  program  has  ah-eady  made  an  important  contribution  to  the 
economic  secm-ity  of  the  Nation.  Together  with  the  employment 
service  it  helps  workers  obtain  suitable  employment  and  assures  them 
that,  if  they  are  laid  off  or  quit  their  jobs  for  good  cause  and  if  no  suit- 
able jobs  are  available,  they  will  have  a  measure  of  support  during 
their  search  for  work.  During  the  defense  program  and  the  war  years 
the  program  prevented  the  dispersion  of  the  labor  force  and  helped 
assure  its  availability  when  and  where  it  was  needed,  by  compensating 
individuals  who  were  unemployed  because  of  shortages  of  war  materials 
and  curtailment  of  peacetime  operations.  When  large-scale  lay-offs 
from  war-production  industries  occurred  immediately  after  the  Japa- 
nese surrender,  the  program  helped  to  compensate  for  the  loss  of  earn- 
ings of  workers  who  had  contributed  to  the  war  effort.  When  the 
country  began  to  reconvert  to  peacetime  production,  the  availability 
of  benefits  eased  the  transition  and  helped  in  the  orderly  reconversion 
of  the  labor  force.  More  recently  the  program  has  continued  to  com- 
pensate for  the  seasonal  and  frictional  unemployment  that  is  inevitable 
in  our  free  enterprise  system. 

It  must  be  remembered  that  even  in  a  period  of  high-level  employ- 
ment, such  as  we  have  today  and  hope  to  maintain,  many  people  lose 
their  jobs  and  do  not  immediately  find  others.  Seasonal  and  tech- 
nological factors,  material  shortages,  and  all  the  frictions  of  modern 
industry  bring  interruptions  in  work  to  many  individuals  who  want  to 
be  employed.  These  temporary  shut-downs  may  last  a  few  days  or 
many  weeks.  They  are  not  the  fault  of  the  employer  and  certainly 
beyond  the  control  of  the  workers.  The  initiative  and  urge  to  improve 
production  methods  and  invent  new  products  that  are  inherent  in  the 
economic  system  in  which  we  beheve  mean  changes  in  stafiing  and 
shifts  in  and  out  of  employment.  If  unemployment  insurance  were 
not  available  to  ehgible  workers  during  their  periods  of  unemployment, 
they  would  be  without  income  until  production  started  up  again  or 
new  jobs  were  available.  When  living  costs  are  high,  as  they  are 
today,  there  is  very  little  margin  between  what  an  individual  earns 
and  what  he  spends  for  the  essentials  of  life.  Although  unemployment 
benefits  replace  only  a  proportion  of  the  wages  an  individual  receives 
when  he  is  employed,  they  go  a  long  way  toward  meeting  his  food  bills 
and  keep  him  from  going  into  debt  for  some  nondeferrable  expendi- 
tures. The  company  forced  to  curtail  operations  or  shut  down  tem- 
porarily can  be  assured  of  workers  when  operations  are  resumed,  and 
the  company  entering  business  can  draw  from  a  labor  force  that  has 
had  a  chance  to  look  around  and  is  satisfied  that  it  has  taken  the  best 
available  job. 

Moreover,  even  today  unemployment  is  not  brief  for  all  persons. 
Many  find  that  their  age,  sex,  Hmited  work  experience,  or  insufiicient 
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skills  in  the  face  of  more  stringent  hiring  requirements  bar  them  from 
speedy  reemployment.  Even  the  younger  and  highly  skilled  workers 
who  are  laid  off  do  not  find  new  jobs  immediately.  During  the  fiscal 
year  1948,  about  $753  million  was  spent  in  benefits  to  3.8  million 
persons,  which  represented  about  1.0  percent  of  taxable  pay  rolls. 
Although  these  figures  are  high,  they  are  low  in  relation  to  the  record 
number  of  persons  insured  under  the  program.  At  the  close  of  the 
fiscal  year,  847,000  persons  were  receiving  benefits  weekly,  or  only 
2.3  percent  of  the  37  million  workers  insured  under  the  program. 

The  existing  Federal-State  system  of  unemployment  insurance  was 
effective  in  speeding  the  enactment  of  State  unemployment  insurance 
laws,  and  within  the  system  some  progress  has  been  made  by  the 
States  in  expanding  coverage  and  increasing  the  adequacy  of  their 
benefits.  There  is  no  doubt  that  unemployment  insurance  has 
already  become  a  vital  institution  in  our  economic  life.  With  the 
consolidation  of  the  unemployment  insurance  and  employment  service 
functions,  the  combined  program  is  better  organized  to  make  effective 
the  Nation's  stake  in  employment  security.  For  only  by  seeing  that 
unemployed  workers  are  placed  in  suitable  jobs  or,  when  there  are 
no  such  jobs,  by  paying  them  benefits  can  the  program  make  its 
maximum  contribution  to  the  maintenance  of  a  high  level  of  em- 
ployment in  the  Nation.  But  continuous  attention  must  be  given  to 
improving  the  employment  security  program  and  its  relation  to  other 
measures  to  provide  security  to  individuals  exposed  to  the  economic 
hazards  of  living.  The  Social  Security  Administration  still  believes 
that  the  soundest  way  of  providing  protection  to  workers  is  through 
a  coordinated  national  program  that  covers  the  major  economic  risks 
to  which  the  worker  is  exposed  during  bis  lifetime. 

It  is  important  that  any  changes  that  are  made  in  the  program  reflect 
the  national  interest  in  the  problems  of  unemployment  and  the  methods 
used  to  alleviate  these  problems.  In  a  world  where  the  maintenance 
of  a  high  level  of  employment  not  only  is  vital  to  the  economic  well- 
being  of  a  country  but  also  affects  the  well-being  of  the  peoples  through- 
out the  world,  the  development  of  the  employment  security  program 
must  keep  step  with  economic,  social,  and  political  developments  if 
it  is  to  maintain  and  increase  its  effectiveness.  This  national  interest 
may  be  expressed  in  many  different  organizational  patterns  and 
employ  many  different  administrative  tools.  If  the  employment 
security  program  is  to  be  effective,  however,  the  national  interest 
must  always  be  concerned  with  a  number  of  problems:  the  avail- 
ability of  a  Nation-wide  system  of  public  employment  offices  through- 
out the  country,  where  workers  come  to  seek  suitable  jobs  and  em- 
ployers to  obtain  labor;  coverage  of  the  wage-earning  population 
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against  the  loss  of  earnings  due  to  unemployment;  the  payment  of 
benefits  as  a  right,  adequate  to  represent  a  substantial  proportion 
of  wage  loss  but  sufficiently  lower  than  full-time  wages  to  provide  an 
inducement  to  work;  benefits  payable  for  a  sufiiciently  long  and  uni- 
form period  to  all  the  unemployed  who  are  eligible  for  such  benefits 
to  permit  major  reliance  on  the  provision  in  periods  of  high-level 
employment  and  in  the  early  downswing  of  a  major  depression;  assur- 
ing the  collection  of  contributions  sufficient  to  meet  benefit  obli- 
gations; using  such  methods  of  financing  as  will  gear  into  national 
antideflationary  and  antiinflationary  policies;  compensating  indi- 
viduals who  are  unemployed  regardless  of  the  fault  of  the  employer 
and,  when  the  individual  has  quit  his  job  voluntarily  and  without 
good  cause,  limiting  the  disqaalification  from  benefits  to  the  spell  of 
unemployment  resulting  from  such  a  voluntary  act;  withholding 
benefits  for  failure  to  accept  a  job  only  if  such  a  limitation  does  not 
undermine  labor  standards  and  gives  the  individual  time  to  use  his 
traditional  right  to  move  ahead  in  the  world,  but  at  the  same  time 
assuring  that  malingering  does  not  occur  and  that  the  program 
encourages  the  worker  to  take  available  and  generally  acceptable 
jobs. 

There  is  also  a  national  interest  in  adequate  administration  of  the 
program  so  that  the  tools  are  available  with  which  to  make  effective 
the  Nation's  concern  with  the  program.  Among  these  tools  are  pro- 
vision for  sufficient  funds  to  finance  the  administration  of  the  program 
throughout  the  country  under  economically  sound  fiscal  practices, 
and  assurance  that  taxes  are  collected  from  contributors  when  and  in 
the  amounts  due,  that  benefits  are  paid  promptly  to  those  entitled 
to  them  and  only  to  them  under  conditions  which  protect  the  rights 
and  traditions  of  the  individual  in  our  society,  and  that  funds  are 
safely  invested  for  the  future  beneficiaries  in  accordance  with  sound 
national  fiscal  policies. 

Such  national  interests  can  be  maintained  only  when  the  Federal 
Government  has  a  direct  administrative  concern  with  the  program  and 
has  responsibility  for  advising  Congress  of  progress  so  that  its  re- 
sponsibilities can  be  modified  as  the  Nation's  needs  dictate.  The 
maintenance  of  a  high  level  of  employment  in  this  country  is  not  only 
the  major  domestic  problem  for  us  in  the  years  ahead  but  also  of 
equal  concern  to  the  people  of  the  world  who  believe  in  democracy 
and  freedom.  An  effective  and  adequate  program  of  employment 
security,  embracing  both  unemployment  insurance  and  the  employ- 
ment service,  is  one  of  the  Nation's  bulwarks  against  economic  in- 
security. 
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Public  Assistance 

Twice  in  the  fiscal  year  1948  the  pressures  of  rising  living  costs  and 
rising  case  loads  led  Congress  to  enact  legislation  affecting  the  extent 
of  Federal  financial  participation  in  old-age  assistance,  aid  to  depend- 
ent children,  and  aid  to  the  blind. 

In  August  1947  the  temporary  legislation  enacted  in  July  1946  for 
the  period  October  1946-December  1947  was  extended  through 
June  1950  by  the  Social  Security  Act  Amendments  of  1947  (PubUc 
Law  379).  Those  temporary  provisions — under  which  the  public 
assistance  programs  operated  throughout  1947-48 — provided  more 
liberal  Federal  sharing  in  the  cost  of  the  programs  than  had  pre- 
viously existed.  For  assistance  to  the  aged  and  blind  the  maximum 
on  the  amount  of  individual  monthly  payments  in  which  the  Federal 
Government  would  share  was  $45.  In  aid  to  dependent  children  the 
maximum  for  Federal  participation  was  $24  a  month  for  one  child  in  a 
family  and  $15  for  each  additional  child  beyond  the  first.  Within  the 
maximum,  the  Federal  share  of  payments  of  old-age  assistance  and  aid 
to  the  blind  was  two-thirds  of  the  first  $15  of  the  average  monthly  pay- 
ment per  recipient  and  one-half  the  remainder.  In  aid  to  dependent 
children  the  Federal  share  was  two-thirds  of  the  first  $9  of  the  average 
payment  per  child,  plus  one-half  the  balance  up  to  the  maximums. 
The  temporary  amendments  also  changed  the  basis  for  matching 
administrative  expenses  in  old-age  assistance,  so  that  the  Federal 
share  of  expenses  for  proper  and  eflQcient  administration  became  one- 
half  in  all  three  programs. 

In  June  1948,  the  maximums  limiting  the  amounts  of  individual 
assistance  payments  subject  to  Federal  participation  were  again 
raised  (Public  Law  642)  and  the  Federal  share  of  payments  within  the 
maximums  was  increased.  Fifty-fifty  matching  of  expenses  for  admin- 
istration was  continued.  Under  the  1948  amendments,  which  wiU 
become  effective  in  October  1948,  the  maximums  for  old-age  assistance 
and  aid  to  the  blind  will  be  $50.  For  aid  to  dependent  children, 
the  maximum  for  the  first  child  in  the  family  will  be  $27  and  for 
successive  children,  $18.  Within  the  limits  on  individual  payments, 
the  Federal  share  of  expenditures  for  assistance  to  the  aged  and 
blind  will  be  three-fourths  of  the  first  $20  of  the  average  payment 
per  recipient,  plus  one-half  the  balance,  and  for  aid  to  dependent 
children,  three-fourths  of  the  first  $12  of  the  average  payment  per 
child  plus  one-half  the  balance. 

During  the  fiscal  year  the  Advisory  Council  on  Social  Security, 
appointed  by  the  Senate  Finance  Committee  to  advise  it  on  social 
security  legislation,  considered  the  need  for  changes  in  the  assistance 
provisions  of  the  Social  Security  Act.     The  Council's  report  on  public 
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assistance  will  be  transmitted  to  the  Committee  after  the  close  of 
the  fiscal  year. 

PUBLIC  ASSISTANCE  IN  1947-48 
Administrative  Emphasis  on  Program  Objectives 

Throughout  the  fiscal  year,  both  the  State  public  assistance  agencies 
and  the  Bureau  of  Public  Assistance  concentrated  attention  on  steps 
that  would  enable  States  to  achieve  more  fully  the  objectives  of  the 
programs  as  expressed  in  the  Social  Security  Act.  In  the  preceding 
year,  at  the  time  the  1946  amendmeots  were  enacted,  the  Social 
Security  Administration  and  the  administrators  of  State  public  assist- 
ance agencies  discussed  and  generally  agreed  upon  certain  goals  that 
should  be  attained.  Among  these  goals  were  the  assurance  of  equal 
opportunity  throughout  a  State  for  individuals  to  apply  for  and,  if 
eligible,  to  receive  assistance;  prompt  disposition  of  applications  and 
prompt  provision  of  aid  for  those  found  eligible;  and  determination  of 
eligibility  and  of  the  amount  of  assistance  on  the  basis  of  objective, 
State-wide  standards  uniformly  applied.  The  additional  Federal 
funds  provided  under  the  1946  amendments  for  assistance,  and  in 
some  States  for  administration  as  well,  enabled  many  agencies  to 
improve  policies  and  procedures  in  order  that  need  might  be  met 
more  adequately  and  equitably. 

During  the  year  the  administrator  in  each  State  was  asked  to  report 
to  the  Bureau  on  the  situation  in  his  State,  indicating  the  progress 
made  in  reaching  the  agreed-upon  objectives,  the  problems  still  un- 
solved, and  the  amount  of  time  needed  to  work  out  their  solution. 

The  reports  indicate  that  very  substantial  improvements  have  been 
made  since  the  1946  amendments  became  operative  and  that  further 
forward  steps  are  being  taken.  Advances  are  evident  in  revised  plan 
material  submitted  by  the  States,  in  findings  from  the  administrative 
review,  and  in  statistical  and  other  data  on  agency  operations. 

Despite  the  marked  advances,  much  still  remains  to  be  accomplished. 
Some  States,  for  example,  still  call  for  unnecessarily  detailed  informa- 
tion on  the  application  form,  or  for  supporting  evidence  of  eligibility 
at  the  time  of  appHcation.  As  a  result,  persons  who  are  needy  and 
eligible  are  hampered  in  filing  their  appUcations  promptly  or  letting 
the  agency  know  the  facts  concerning  their  eligibility  and  need. 
Another  effect  of  the  requirements  is  that  persons  who  are  uninformed 
concerning  the  administration  of  assistance  and  their  right  to  assist- 
ance are  discouraged  from  completing  an  apphcation  for  assistance  or 
appealing  a  decision  in  which  they  do  not  concur.  Some  agencies  do 
not  have  suflacient  personnel  to  interview  applicants  promptly.  In 
many  States,  fiscal  procedures  or  procedures  for  county  board  action 
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result  in  delays  in  making  assistance  available  to  persons  whose 
eligibility  has  been  determined. 

Many  State  agencies  have  not  established  cost  figures  at  current 
prices  for  such  items  as  food,  shelter,  clothing,  fuel,  household  opera- 
tion, and  personal  care.  Moreover,  despite  the  requirement  in  the 
Federal  act  that  a  State  plan  shall  be  in  effect  in  all  localities,  many 
State  agencies  allow  local  agencies  to  decide  whether  to  include  certain 
items — such,  for  example,  as  medical  care,  special  diets,  expenses  of 
school  attendance,  or  care  in  institutions  or  nursing  or  boarding  homes— 
for  persons  who  have  special  needs.  In  some  States  where  funds 
are  insufficient  to  meet  need  in  full,  the  method  of  reducing  the  pay- 
ment varies  from  county  to  county.  Policies  and  procedures  for  mak- 
ing hearings  available  and  for  conducting  them  are  not  always  effective. 

To  remedy  some  of  the  practices  that  result  in  inequities  in  the 
administration  of  public  assistance,  further  changes  in  some  State 
laws  and  plans  will  be  necessary.  The  1948  amendments  making 
additional  Federal  funds  available  to  States  in  October  1948  will  be 
instrumental  in  removing  barriers  to  sound  administration  that  pre- 
vent equality  of  treatment  of  needy  persons  in  all  parts  of  the  State. 

In  its  review  of  State  legislative  provisions  in  advance  of  the  1949 
State  legislative  sessions,  the  Bureau  of  Public  Assistance  will  re- 
emphasize  the  importance  of  eliminating  or  strengthening  provisions 
in  State  laws  that  affect  the  State  agency's  ability  to  comply  fully 
with  the  intent  of  the  Social  Security  Act.  Some  of  the  provisions 
requiring  change  relate  to  methods  of  financing  the  programs,  espe- 
cially m  States  where  the  localities  share  some  of  the  cost.  In  some 
States  in  which  the  State  agency  supervises  the  administration  of 
assistance  by  local  agencies,  changes  in  State  laws  are  needed  to 
make  more  specific  the  authority  of  the  State  agency  to  estabhsh 
and  mauitain  State- wide  standards.  Although  all  State  plans  indi- 
cate that  such  authority  exists,  some  agencies  in  States  with  a  long 
tradition  of  local  autonomy  have  not  yet  accepted  full  responsibility 
for  seeing  that  standards  and  administration  are  uniform  in  all  local 
subdivisions. 

Program  Developments  in  1947-48 

Grants  for  old-age  assistance  were  made  during  the  fiscal  year  to 
all  jurisdictions  included  under  the  assistance  provisions  of  the  Social 
Security  Act — the  48  States,  the  District  of  Columbia,  Alaska,  and 
Hawaii.  All  these  jurisdictions  except  Nevada,  which  has  a  small 
mother's  aid  program  financed  from  local  funds,  received  grants  for 
aid  to  dependent  children.  Grants  for  aid  to  the  blind  were  made  to 
47  jurisdictions.  Missouri,  Nevada,  and  Pennsylvania  administer 
blind  pension  programs  outside  the  Social  Security  Act;  Alaska  has 
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no  program  for  the  needy  blind.  All  States  administered  some  gen- 
eral assistance,  financed  from  State  or  local  funds  or  a  combination 
of  the  two.  In  addition,  small  amounts  of  civilian  war  assistance 
were  made  available  by  31  State  public  assistance  agencies  acting 
for  the  Federal  Government. 

Two  general  trends  continued  during  the  year.  In  the  programs 
for  the  special  types  of  public  assistance,  both  case  loads  and  payments 
continued  upward.  In  general  assistance,  fluctuations  occurred, 
although  both  cases  and  pajonents  were  at  higher  levels  at  the  end  of 
the  year  than  at  the  beginning.  Since  VJ-day  the  number  of  needy 
persons  in  the  Nation  and  the  amounts  of  assistance  they  receive  have 
been  increasing.  Part  of  the  increase  in  case  loads  may  be  attributed 
to  growth  in  population,  but  the  adjustments  frorn  war  to  peace  are 
primarily  responsible.  During  the  war  years,  case  loads  in  all  pro- 
grams declined  substantially  as  employers,  faced  with  acute  labor 
shortages,  gave  work  at  attractive  wages  to  persons  formerly  con- 
sidered unemployable.  Moreover,  many  families  receiving  depend- 
ents' 'allowances  from  men  in  the  armed  forces  or  enjoying  relatively 
high  income  from  earnings  were  able  to  be  independent  when  other- 
wise they  would  have  required  pubhc  aid.  With  the  termination  of 
allowances  to  the  dependents  of  servicemen,  the  forced  withdrawal 
from  the  labor  pool  of  workers  handicapped  by  age  and  disability, 
the  cessation  of  overtime  pay,  and  the  continued  decline  in  the  pur- 
chasing power  of  the  dollar,  increasing  numbers  of  persons  had  no 
recourse  but  to  apply  for  pubhc  assistance.  The  consequences  of 
hasty  war  marriages  and  the  disintegrating  effects  of  housing  shortages 
on  family  life  likewise  are  reflected  in  the  rise  in  the  number  of  de- 
pendent children. 

The  continued  upswing  in  consumer  prices  has  worked  hardship 
for  all  groups  in  the  population,  but  the  effects  have  been  most  acute 
among  persons  with  very  small  incomes.  The  1946  amendments 
helped  States  to  raise  their  payments  to  take  account  of  higher  living 
costs,  and  the  1948  amendments  will  make  possible  further  increases 
in  assistance  payments.  Although  the  average  payments  for  the 
Nation  about  kept  pace  with  the  increase  in  cost  of  living,  recipients  in 
many  States  were  able  to  buy  less  in  goods  and  services  in  1947-48 
than  at  the  war's  end.  Even  with  the  serious  efforts  to  develop 
adequate  standards,  the  amounts  of  assistance  and  other  income  avail- 
able to  recipients  in  many  States  bear  httle  relation  to  what  it  costs 
to  live  at  a  minimum  standard  of  health  and  decency. 

In  June  1948,  about  4.4  milHon  persons  in  the  Nation  were  receiving 
pubhc  aid.  Of  these,  3.6  miUion  were  being  aided  under  the  Social 
Security  Act.  This  does  not  include  parents  or  relatives  caring  for 
the  child  in  aid  to  dependent  children  cases  or  some  wives  of  recipients 
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Chart  11. — Average  public  assistance  payment  in  August  1945  and  June  1948, 
and  June  1948  payment  in  terms  of  August  1945  prices,  by  program 
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of  old-age  assistance  and  aid  to  the  blind  who  benefited  from  the  assist- 
ance payments.  Expenditures  for  all  types  of  public  assistance  in 
the  fiscal  year  amounted  to  $1.6  billion,  of  which  $680  miUion  was 
from  Federal  funds  and  $905  million  from  State  and  local  funds. 


Recipients  and  Their  Payments 

Old-age  assistance. — Nearly  2.4  million  persons  65  years  of  age  and 
over  were  receiving  old-age  assistance  in  June  1948.  The  increase 
from  June  1947  in  the  number  of  aged  recipients  was  4  percent. 
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About  335,000  more  persons  were  being  aided  in  June  1948  than  in 
August  1945,  when  the  wartime  low  in  recipient  rolls  was  reached. 

At  the  end  of  the  fiscal  year,  old-age  assistance  was  given  to  216 
persons  per  1,000  aged  persons  in  the  country  as  a  whole  as  compared 
with  213  per  1,000  at  the  end  of  the  preceding  fiscal  year.  In  seven 
jurisdictions — Connecticut,  Delaware,  the  District  of  Columbia, 
Maryland,  New  Jersey,  New  York,  and  Virginia —fewer  than  100 
aged  persons  per  1,000  in  the  population  were  receiving  assistance. 
Oklahoma,  at  the  other  extreme,  assisted  581  aged  persons  per  1,000 
in  the  State,  and  Alabama,  Arkansas,  Colorado,  Georgia,  Louisiana, 
and  Texas  had  rates  of  more  than  400  per  1,000. 

Although  differences  in  economic  conditions  and  in  the  extent  of 
protection  afforded  aged  persons  by  the  program  of  old-age  and  sur- 
vivors insurance  and  other  retirement  provisions  explain  much  of  the 
variation  among  the  States  in  the  relative  numbers  of  aged  persons 
receiving  old-age  assistance,  differences  in  State  attitudes  toward 
meeting  the  needs  of  old  people  also  are  significant. 

Reports  from  the  States  indicate  that,  even  though  social  insurance 
is  intended  to  keep  people  from  becoming  needy,  some  insurance  bene- 
ficiaries must  request  assistance  to  eke  out  their  small  incomes.  In 
June  1948,  10  percent  of  aU  aged  beneficiaries  in  the  Nation  were 
also  receiving  assistance;  of  all  recipients  of  assistance,  about  6 
percent  were  getting  insurance  benefits.  In  California,  Connecticut, 
Massachusetts,  Nevada,  Oregon,  Rhode  Island,  and  Washington, 
about  1  recipient  in  10  was  receiving  old-age  and  survivors  insurance 
concurrently  with  old-age  assistance. 

In  June  1948  the  Nation-wide  average  payment  of  old-age  assist- 
ance was  $38.  In  Colorado  the  average  was  about  $64,  in  California 
and  Washington  $57,  and  in  Massachusetts  $55.  In  contrast,  pay- 
ments averaged  less  than  $20  monthly  in  Alabama,  Arkansas,  Georgia, 
Kentucky,  Mississippi,  North  Carolina,  South  Carohna,  and  Virginia. 

The  level  of  payments  rose  in  all  but  10  States  during  the  fiscal 
year.  From  June  1947  to  June  1948  the  average  payment  increased 
$2.14  in  the  country  as  a  whole.  In  nine  States,  averages  rose  more 
than  $4.  In  Minnesota,  the  increase  was  nearly  $7.  States  in  which 
average  payments  were  lower  than  a  year  earlier  were  Arkansas, 
Colorado,  Hawaii,  Louisiana,  Maine,  Mississippi,  Nebraska,  New 
Mexico,  and  South  Carolina.  In  nearly  all  these  States,  increases  in 
the  number  of  recipients  forced  the  agency  to  lower  its  payments. 

In  the  country  as  a  whole  in  October  1947,  the  latest  month  for 
which  data  are  available  on  the  distribution  of  payments  by  size,  68 
percent  of  aU  payments  were  less  than  $45,  the  maximum  amount 
subject  to  Federal  financial  participation.  Nine  percent  of  the  pay- 
ments were  for  $45  and  23  percent  for  larger  amounts.     Some  pay- 
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ments  in  excess  of  $45  were  made  in  32  States.  In  Colorado  and 
California,  more  than  9  payments  in  10  exceeded  $45.  Delaware, 
Kentucky,  Maine,  Mississippi,  Missouri,  and  South  Carolina,  on  the 
other  hand,  made  no  payments  as  high  as  $45. 

Aid  to  dependent  children. — Nearly  1,150,000  children  in  450,000 
families  were  receiving  aid  to  dependent  children  at  the  end  of  the 
1948  fiscal  year.  Both  these  figures  represented  an  increase  from 
June  of  about  13  percent.  Since  late  in  1944,  when  the  wartime  low 
point  was  reached,  the  number  of  families  aided  has  increased  by 
about  200,000  and  the  number  of  children  by  about  500,000.  A  rise 
in  case  loads  was  general  throughout  the  country  during  the  fiscal 
year.  The  increase  was  more  than  one-fourth  in  10  States.  In 
Florida,  Hawaii,  California,  Kentucky,  and  Delaware,  the  number  of 
families  increased  by  approximately  one-half.  Only  in  Alaska,  the 
District  of  Columbia,  Illinois,  North  Dakota,  Oklahoma,  and  South 
Dakota  were  fewer  families  assisted  than  in  the  preceding  year. 
Oklahoma's  decline  amounted  to  15  percent. 

At  the  end  of  the  fiscal  year,  25  children  per  1,000  in  the  total 
population  under  18  years  of  age  were  benefiting  from  aid  to  dependent 
children.  Oklahoma's  rate  of  73  was  ahnost  three  times  the  national 
rate;  both  Florida  and  New  Mexico  had  rates  more  than  twice  the 
.national  rate.  Nevada,  which  has  never  requested  Federal  grants 
for  aid  to  dependent  children,  provided  financial  help  to  only  3 
children  per  1,000  in  the  State. 

Some  of  the  variation  in  the  recipient  rates  undoubtedly  arose 
from  differences  among  the  States  in  the  number  of  children  receiving 
monthly  benefits  under  old-age  and  survivors  insiuance.  In  States 
with  relatively  smaU  concentrations  of  industrial  and  commercial 
workers,  more  children  who  lack  support  because  of  the  death  of  a 
parent  must  depend  on  assistance.  In  six  States  in  December  1947 
more  children  were  receiving  survivor  insurance  benefits  than  assist- 
ance payments.  In  26  States,  on  the  other  hand,  children  receiving 
assistance  outnumbered  children  receiving  insurance  benefits  by 
more  than  two  to  one.  Because  the  monthly  insurance  benefits  and 
other  income  of  beneficiary  families  was  insufficient  to  meet  their 
needs  as  determined  by  assistance  standards,  some  children  receiving 
benefits  also  were  getting  aid  to  dependent  children. 

The  average  assistance  payment  in  June  1948  was  $66  per  family 
and  $19  per  person,  including  only  the  depeudent  children  and  one 
adult  in  a  family.  In  two  States — California  and  New  York — pay- 
ments per  person  averaged  more  than  $30,  In  sharp  contrast,  in 
Alabama,  Alaska,  Arkansas,  Mississippi,  North  Carolina,  and  South 
CaroHna  payments  per  person  averaged  less  than  $10  a  month. 
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Most  States  during  the  fiscal  year  increased  their  payments  to 
famihes  with  dependent  children  in  an  attempt  to  keep  pace  with 
rising  hving  costs.  In  June  1948,  average  payments  per  family  were 
$4.53  higher  than  in  June  1947;  the  increase  per  person  was  $1.27. 
Even  in  the  face  of  mounting  prices  the  average  payment  per  person 
declined  in  12  States.  In  most  of  these  States  the  number  of  children 
on  the  rolls  had  mounted  over  the  year.  In  six  States  the  dechnes 
in  average  payment  per  person  ranged  from  $1  to  more  than  $3.  In 
contrast,  the  amount  of  assistance  rose  more  than  $3  per  person  in 
nine  other  States.  Maryland,  which  discontinued  the  practice  of 
general  assistance  supplementation,  provided  $6  more  per  person, 
and  Iowa  ahnost  $11  more. 

More  than  two-thirds  of  the  States  in  October  1947  made  some  pay- 
ments in  excess  of  the  maximums  limiting  Federal  financial  participa- 
tion. Of  all  payments,  one-half  exceeded  the  amounts  in  which  the 
Federal  Government  can  share,  one-sixth  were  at  the  maximums,  and 
only  one-third  were  below  the  maximums.  In  six  States — California, 
Delaware,  Massachusetts,  New  York,  Oregon,  and  Washington — 
more  than  9  payments  in  10  were  larger  than  the  maximum  amounts 
subject  to  Federal  participation. 

Aid  to  the  blind. — In  June  1948,  in  47  States  administering  programs 
under  the  Social  Security  Act,  65,800  persons  were  receiving  aid  to 
the  blind.  In  Missouri,  Nevada,  and  Pennsylvania,  17,500  blind 
persons  were  getting  pensions  paid  entirely  from  State  funds. 

In  States  receiving  Federal  funds  for  aid  to  the  bhnd,  the  number 
of  recipients  varied,  according  to  rough  estimates,  from  fewer  than 
10  per  100  blind  persons  in  the  population  to  69  per  100.  One  im- 
portant factor  accounting  for  wide  differences  in  the  rates  is  the 
variation  in  State  practices  for  assisting  blind  persons  who  are  aged. 
In  some  States,  most  of  the  aged  blind  persons  in  need  receive  old-age 
assistance;  other  States  assist  many  such  persons  through  aid  to  the 
bhnd. 

From  June  1947  to  June  1948  the  number  of  recipients  of  aid  to 
the  blind  in  States  receiving  Federal  grants  increased  6  percent.  In 
10  States,  however,  fewer  blind  persons  were  assisted.  In  Kansas, 
the  rolls  declined  more  than  one-fifth.  On  the  other  hand,  in  12 
States  the  number  aided  rose  one- tenth  or  more.  In  New  Mexico, 
the  number  of  recipients  increased  by  two-fifths. 

The  average  payment  per  recipient  at  the  end  of  the  fiscal  year 
was  $41  in  the  States  receiving  Federal  funds.  The  range  in  average 
payments  was  from  $20  in  South  Carolina  to  $73  in  Cahfornia.  In 
]  0  low-income  States,  blind  persons  received  less  than  $30  a  month, 
on  the  average,  and  innineStates,  most  of  which  have  relatively  large 
resources,  more  than  $50. 
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Payments  increased  in  most  States  during  the  year.  In  the  47 
States  with  State-Federal  programs  the  average  payment  was  $3.31 
higher  in  June  1948  than  in  the  preceding  June.  Nevertheless,  in 
nine  States  the  average  payment  dropped.  In  Wyoming  the  decline 
was  more  than  $6.  In  California,  Colorado,  Minnesota,  Tennessee, 
Utah,  and  Washington,  the  average  payment  rose  $6  to  $10. 

Some  payments  in  excess  of  the  $45  Federal  maximum  were  made 
by  29  jurisdictions.  More  than  90  percent  of  California's  payments 
were  above  $45.  About  one-tenth  of  the  payments  in  the  47  States 
were  for  $45  and  about  two-thirds  were  under  $45. 

General  assistance. — -In  June  1948,  about  366,000  cases  were  receiv- 
ing general  assistance,  which  is  supported  wholly  from  State  and  local 
funds.  The  number  of  persons  included  in  these  cases  was  estimated 
to  be  about  780,000.  In  44  States  reporting  the  specific  information, 
the  number  of  persons  assisted  was  560  per  100,000  persons  in  the 
civilian  population.  The  general  assistance  programs  are  very  un- 
evenly developed,  and  the  number  of  persons  aided  in  June  ranged 
from  only  37  per  100,000  in  Mississippi  to  958  in  New  York  and  1,134 
in  Michigan. 

From  June  1947  to  June  1948  the  total  number  of  general  assistance 
cases  increased  9  percent.  Although  the  trend  in  the  general  assist- 
ance load  was  generally  upward  in  all  States,  the  load  lessened  in  15. 
In  Maryland  the  number  declined  nearly  a  half  as  the  result  of  a  change 
in  policy  under  which  the  need  of  families  with  dependent  children 
was  met  entirely  from  funds  for  aid  to  dependent  children,  making 
supplementation  from  general  assistance  funds  unnecessary.  In 
South  Dakota  and  West  Virginia  the  case  load  declined  by  more  than 
one-fifth.  Increases,  on  the  other  hand,  amounted  to  more  than  one- 
fourth  in  Alabama,  California,  Maine,  Michigan,  Ohio,  and  Washington. 

The  average  payment  per  case  was  $43  in  June.  In  New  Jersey, 
New  York,  Oregon,  Utah,  and  Washington,  the  averages  ranged  from 
$50  to  $65.  In  Arkansas,  Mississippi,  North  Carolina,  Tennessee, 
and  West  Virginia,  on  the  other  hand,  cases  received  less  than  $15  a 
month  on  the  average. 

Payments  of  general  assistance,  like  those  in  the  other  three  pro- 
grams, increased  in  1947-48.  At  the  end  of  the  fiscal  year,  average 
payments  per  case  were  $4.02  higher  than  a  year  earlier  in  the  country 
as  a  whole.  In  10  States  average  payments  declined.  In  Arizona 
the  decline  was  $2.44  per  case  and  in  the  District  of  Columbia,  $3.13. 
In  seven  States  the  increase  ranged  from  $4  to  $7;  in  Alaska,  Michigan, 
Missouri,  Pennsylvania,  and  Washington  it  was  more  than  $9. 

Civilian  war  assistance.- — ^The  emergency  program  of  civilian  war 
assistance,  established  during  the  war  and  administered  for  the  Federal 
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Government  by  State  public  assistance  agencies,  was  terminated  on 
June  30,  1948.  In  the  preceding  November  because  of  curtailment  of 
funds,  the  scope  of  the  program  was  redefined  and  limited  primarily  to 
pier  service,  reception  service,  assistance  in  transportation,  and  tempo- 
rary maintenance  not  to  exceed  3  days  for  needy  repatriates  arriving  at 
port  cities.  In  addition,  some  assistance  covering  transportation  was 
provided  to  persons  who  had  been  evacuated  from  the  Philippines  or 
Hawaii  during  the  war  and  who  applied  before  October  1,  1947,  for 
return  to  these  islands.  Needy  persons  awaiting  return  to  the  Philip- 
pines or  Hawaii  received  transportation  to  San  Francisco  and  main- 
tenance there  for  at  least  a  week.  Temporary  hospitalization  and 
out-patient  care  was  continued  for  repatriates  and  evacuees  when 
such  care  had  been  authorized  before  November  1,  1947.  After  that 
month,  practically  all  the  service  and  assistance  provided  was  to 
repatriates  debarking  at  New  York.  In  November  the  Travelers 
Aid  Society  of  New  York  City  took  over  the  responsibility  for  the 
program  in  that  area,  after  the  New  York  State  Department  of 
Social  Welfare  canceled  its  agreement  with  the  Federal  Security 
Agency. 

In  August  1947,  the  peak  month  for  expenditures  during  the  fiscal 
year,  assistance  amounting  to  about  $104,000  was  given  to  needy 
persons  in  about  700  cases.  Service  was  provided  in  that  month  to 
240  additional  cases  not  receiving  material  aid. 

According  to  estimates  of  the  Department  of  State,  at  least  25,000 
American  citizens  now  abroad  wish  repatriation,  of  whom  about 
12,000  are  likely  to  return  to  the  United  States  before  July  1949. 
Repatriates  in  need  of  help  will  have  to  turn  to  private  organizations 
or  State  or  local  public  welfare  agencies,  since  Federal  funds  are  no 
longer  available  for  this  purpose.  Federal  legislation,  we  believe,  is 
needed  to  assure  proper  provision  for  all  repatriates  who  are  in  need. 

Financing  Public  Assistance 

In  the  fiscal  year  1948,  expenditures  for  old-age  assistance,  aid  to 
dependent  children,  aid  to  the  blind,  and  g^ieral  assistance,  including 
both  assistance  payments  and  administration,  amounted  to  $1.7 
billion.  Of  this  sum,  $1.5  billion  was  for  the  three  special  types  of 
assistance,  financed  in  part  with  Federal  funds,  and  $212  million  was 
for  general  assistance,  which  is  entirely  a  State  and  local  responsibility. 

In  the  fiscal  year,  the  only  full  year  of  operation  under  the  1946 
amendments,  the  Federal  share  of  expenditures  for  assistance  pay- 
ments in  States  receiving  Federal  funds  was  52.0  percent  in  old-age 
assistance,  38.6  percent  in  aid  to  dependent  children,  and  49.4  percent 
in  aid  to  the  blind.     The  Federal  share  of  expenditures  for  adminis- 
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tration  of  the  public  assistance  programs  was  one-half,  or  approxi- 
mately one-half,  in  all  States. 

The  provisions  in  effect  governing  Federal  participation  in  assist- 
ance payments  made  it  possible  for  the  State  to  use  Federal  funds  for 
as  much  as  two-thirds  of  the  cost  only  if  no  individual  payments 
exceeded  the  Federal  maximums  and  if  the  average  payment  was  no 
more  than  $15  per  recipient  in  old-age  assistance  and  aid  to  the  blind, 
and  no  more  than  $9  per  child  in  aid  to  dependent  children. 

No  State  received  as  much  as  two-thirds  in  Federal  funds  for  assist- 
ance payments  in  any  program  in  1947-48.  The  Federal  share  of 
assistance  costs  was  60  percent  or  more,  however,  in  12  States  for  old- 
age  assistance,  in  eight  States  for  aid  to  the  blind,  and  in  eight  States 
for  aid  to  dependent  children.  Eight  States  with  unusually  high 
levels  of  payments  of  old-age  assistance  met  less  than  half  the  cost 
from  Federal  funds.  In  aid  to  the  blind,  the  Federal  share  was  less 
than  one-half  in  15  States.  Because  of  the  less  liberal  provisions 
affecting  Federal  participation  in  expenditures  for  aid  to  dependent 
children,  the  Federal  share  of  such  assistance  costs  was  less  than  50 
percent  in  30  States.  In  seven  States — California,  Connecticut, 
Massachusetts,  New  York,  Oregon,  Utah,  and  Washington — the 
Federal  Government  bore  only  20-30  percent  of  the  cost. 

The  Social  Security  Administration  certified  grants  for  approved 
State  public  assistance  plans  totaling  $718  million  in  the  fiscal  year. 
Grants  for  old-age  assistance  amounted  to  $562  million,  for  aid  to 
dependent  children  to  $140  million,  and  for  aid  to  the  blind  to  $16 
million.  The  grants  provided  funds  for  both  assistance  and  admin- 
istration. 

In  addition,  $422,000  was  paid  to  the  States  for  civihan  war  assist- 
ance from  funds  advanced  or  reimbursed  by  the  Social  Security 
Administration. 

Other  Administrative  Developments 

Consultation  and  technical  service  to  States. — Throughout  the  year, 
the  lack  of  sufficient  travel  funds  greatly  handicapped  the  Bureau  in 
providing  service  to  the  States  on  administrative  problems  and  on 
the  substantive  aspects  of  the  assistance  programs.  Many  requests 
from  State  public  assistance  agencies  for  consultation  could  not  be 
met,  but  within  the  limitations  of  the  appropriation  the  Bureau's 
regional  and  departmental  staffs,  on  request,  gave  specialized  consulta- 
tion on  many  phases  of  administration  and  program  development. 

To  assist  States  in  improving  the  work  of  the  agency,  consultation 
on  training  methods  for  staff  was  provided  and  training  materials 
were  issued  to  State  agencies.  In  December  1947,  State  and  local 
public  assistance  agencies  employed  about  47,000  persons,  the  highest 
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number  since  1942,  when  the  Bureau  first  compiled  such  information. 
Turn-over  of  staff  continued  to  be  high.  In  the  first  half  of  the  fiscal 
year,  for  every  100  employees  on  the  pay  rolls  there  were  nearly  18 
accessions  and  17  separations.  At  the  end  of  1947,  3,100  positions 
were  vacant.  Although  vacancy  rates  are  lower  than  in  the  war 
years,  the  relatively  low  salaries  paid  by  many  agencies  still  make  the 
recruitment  and  retention  of  experienced  personnel  difficult.  State 
agencies  have  continued  to  put  emphasis  on  initial  orientation  pro- 
grams and  to  provide  special  supervision  throughout  the  orientation 
period.  Efforts  have  been  redoubled  to  prepare  supervisory  groups 
for  training  responsibihties  when  there  are  large  numbers  of  new  and 
inexperienced  staff  members. 

To  improve  the  competence  of  staff,  State  agencies  have  developed 
comprehensive  plans  covering  a  wide  range  of  training  methods.  In 
addition  to  the  emphasis  on  supervision,  the  plans  include  institutes 
and  other  types  of  study  groups,  development  of  library  resources 
accompanied  by  selective  reading  lists,  and  provision  for  educational 
leave.  Within  this  established  structure  for  staff  development  it  is 
possible  now  to  focus  increasingly  on  the  content  of  knowledge  and 
skill  required  for  effective  job  performance.  This  focus  is  reflected 
in  agency  standards  of  performance  now  widely  used  to  guide  super- 
visors and  workers  ui  efforts  to  improve  the  quality  of  service.  It 
is  also  reflected  in  study  sessions  held  at  regular  intervals  on  a  State- 
wide basis  to  develop  supervisory  abilities  of  both  State  and  local 
staff.  Services  of  the  Bureau's  training  specialists  are  requested 
frequently,  both  in  the  development  and  in  the  conduct  of  these 
sessions. 

The  use  of  factual  data  on  administration  from  many  somxes  has 
been  emphasized,  in  consultation  with  States,  as  a  concrete  basis  for 
objective  evaluation  of  then-  staff  development  programs  and  for 
planning  new  training  activities.  Consistent  with  this  trend  is  the 
emphasis  on  teaching  the  supervisory  process  thi'ough  experimental 
use  of  various  types  of  case  materials  taken  directly  from  agency  practice. 

The  Bureau  issued  new  standard-setting  materials  relating  to  appli- 
cations for  pubhc  assistance  and  completed  for  pubhcation  a  mono- 
graph on  The  Application  Process  in  Public  Assistance  Administration. 
As  the  outgrowth  of  12  years  of  experience,  new  materials  were  also 
issued  estabhshing  criteria  for  evaluating  the  effectiveness  of  the  hear- 
ing practices  in  State  agencies  and  indicating  the  requnements  for 
approval  of  State  plan  material  on  the  hearing  process.  The  statement 
of  requirements  spells  out  the  characteristics  of  the  procedures  that 
will  assure  claimants  the  opportunity  to  obtain  a  fair  hearmg.  The 
State  agencies  are  increasingly  accepting  the  basic  concept  of  fair 
hearings  in  the  administration  of  pubhc  assistance.     Members  of  the 
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staff  supplied  technical  service  to  States  in  reviewing  and  revising  their 
policies  and  procedures  with  respect  to  both  applications  and  hearings. 
As  a  result  of  the  Bureau's  emphasis  on  the  importance  of  objective 
policies  for  determining  need  and  amount  of  assistance,  many  requests 
were  received  for  technical  advice  on  State  policies  governing  the  ad- 
ministration of  the  need  provisions.  Advice  was  also  requested  on  the 
standards  for  the  basic  consumption  items  and  for  those  items  asso- 
ciated with  specified  circumstances,  such  as  ihness  and  blindness. 
Among  the  common  consumption  items  are  food,  clothing,  shelter, 
heat,  water,  light,  household  operations,  and  personal  care.  The 
agencies  also  sought  help  on  the  pricing  of  items,  the  development  of 
cost  figures,  and  methods  of  adjusting  payments  equitably  when  funds 
are  inadequate  to  meet  need  in  full.  In  addition,  consultation  was 
given  on  policies  for  considering  and  evaluating  resources  in  cash 
and  kind. 

Increased  costs  of  medical  care  have  presented  grave  problems  to 
many  State  agencies.  In  a  few  States,  legislative  changes  or  inade- 
quacy of  funds  necessitated  a  reduction  in  the  extent  to  which  medical 
care  was  made  available.  On  the  other  hand,  some  States  were  en- 
abled, tlirough  the  additional  Federal  funds  and  higher  maximums,  to 
make  increased  provision  for  medical  care.  In  several  States  the 
data  collected  in  the  study  on  medical  aspects  of  pubhc  assistance  re- 
sulted in  a  review  and  analysis  of  existing  pohcies  and  standards. 
Consultation  v^as  given  in  each  of  these  types  of  situations. 

Research  consultants  gave  technical  service  to  State  agencies  in 
methods  of  developing  information  relating  to  programs  and  adminis- 
trative operations  for  use  in  policy  development,  program  and  legis- 
lative planning,  and  administrative  action.  To  facihtate  the  collec- 
tion of  information  economically  and  speedily,  the  Bureau  advocates 
increased  use  of  scientific  sampling  methods.  The  Bureau  and  a  few 
States  are  now  experimenting  with  the  feasibility  of  maintaining 
permanent  samples  of  case  loads  to  make  possible  the  collection  of 
data  with  maximum  speed  and  minimum  cost. 

Several  regional  conferences  ^  were  held  in  which  staff  members 
of  State  agencies  and  the  regional  and  departmental  staffs  of  the 
Bureau  took  an  active  part.  Conferences  on  the  admmistration  of 
the  need  provisions  were  conducted  in  Regions  VII  and  VIII.  Region 
X  held  a  conference  to  discuss  pohcy  material  recently  issued,  includ- 
ing that  on  applications.  In  Region  XI,  a  joint  conference  was  held 
on  pubhc  assistance  and  child  welfare  services,  in  which  members  of 
regional  and  departmental  staffs  of  the  Children's  Bureau  and  the 

1  In  the  fiscal  year  1949  the  regional  offices  were  reorganized.  One  office  was  abolished  and  the  boundaries 
of  certain  regions  changed.  The  numerical  designations  of  the  regional  offices  in  1947-48  difler  from  those 
subsequently  in  effect. 
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Bureau  of  Public  Assistance  participated  and  which  was  attended  by 
members  of  the  staffs  of  State  agencies  concerned  with  both  programs. 

The  Bureau,  through  the  regional  staff,  conducted  its  continuing 
review  of  administration  in  the  States  to  assure  the  Federal  Govern- 
ment that  the  requirements  for  continuing  Federal  financial  participa- 
tion under  the  Social  Security  Act  are  being  met  and  that  Federal 
funds  are  being  claimed  only  for  persons  who  are  eligible  for  aid. 
Against  the  background  of  Federal  requirements  and  State  poHcy,  the 
regional  staff  prepares  periodic  reports  of  findings  on  State  adminis- 
tration obtained  through  the  review  of  administration  in  selected 
counties  and  from  available  State  data.  The  Bureau  uses  this 
information  in  advising  States  on  measures  to  strengthen  their  admin- 
istration, planning,  and  policy  development.  The  Bureau  believes 
that  the  administrative  review,  which  supplies  a  concrete  basis  for 
evaluating  operations,  is  a  constructive  tool  in  developing  proper  and 
efficient  administration. 

The  services  of  a  consultant  on  medical  needs  were  made  available 
on  request  of  the  Federal  Security  Administrator  to  assist  in  planning 
and  carrying  out  the  work  of  the  Section  on  Chronic  Disease  and  the 
Aging  Process  of  the  National  Health  Assembly,  held  in  Washington 
on  May  1-4,  1948.  Because  of  the  large  amount  of  dependency  ui  the 
Nation  resulting  from  chronic  disease  and  old  age,  the  recommendations 
of  this  Section,  which  deal  with  many  phases  of  the  problem  of  chronic 
disease,  will  be  of  particular  interest  to  the  Bureau  both  In  its  program 
planning  and  in  its  consultation  service  on  the  provision  of  medical 
care  for  needy  persons. 

Inquiries. — With  the  curtailment  of  staff  in  the  Office  of  the  Com- 
missioner at  the  end  of  the  fiscal  year  1947,  responsibihty  for  handhng 
all  inqunies  relating  to  pubhc  assistance  was  lodged  in  the  Bureau.  In 
the  past  year,  the  Bureau  handled  approximately  8,000  inquiries  from 
individuals,  agencies,  and  members  of  Congress.  Widespread  concern 
about  rising  living  costs  has  been  reflected  in  the  considerable  volume 
of  letters  that  asked  for  an  increase  in  the  assistance  payment,  for 
Federal  pensions,  and  for  personal  loans.  The  widespread  pubHcity 
given  to  the  European  Recovery  Plan  brought  many  pleas  for  more 
adequate  assistance  for  needy  persons  in  this  country  also.  Many 
inquiries  were  received,  as  in  previous  years,  concerning  the  operation 
of  the  public  assistance  programs  under  State  plans. 

Conference  on  services  Jor  the  physically  handicapped. — In  November 
1947,  the  Bureau  of  Public  Assistance  held  a  conference  of  persons 
representing  various  private  and  public  agencies  providing  services 
to  the  physically  handicapped,  to  discuss  the  welfare  services  needed 
by  such  persons,  the  services  that  should  be  given  by  public  welfare 
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agencies,  and  the  responsibility  of  departments  of  public  welfare  in 
community  planning  and  in  the  development  of  services.  The  group 
stressed  the  importance  to  welfare  agencies  of  organized  information 
on  community  resources  and  on  the  procedures  in  effect  for  referring 
persons  to  the  proper  place  for  the  information  and  help  they  are 
seeking.  There  was  general  agreement  regarding  the  urgency  of 
developing  more  adequate  counseling,  rehabilitative  services,  and 
general  case-work  service  for  recipients  of  public  assistance  and  other 
persons  in  the  community  who  need  such  help.  The  group  discussed 
the  necessity  for  staff  development  programs,  so  that  personnel  can 
provide  more  effective  service,  and  also  the  desirability  of  using 
specialists  in  programs  relating  to  particular  groups,  such  as  the  blind. 
The  effective  coordination  of  all  agencies  and  groups  concerned  with 
services  for  the  handicapped  was  considered  indispensable  if  handi- 
capped persons  are  satisfactorily  to  be  helped  to  achieve  as  full  a 
measure  as  possible  of  independence  and  well-being. 

Conference  on  sheltered  care  of  the  aged. — A  conference  of  a  small 
advisory  group  of  persons  representing  agencies  maintaining  homes  for 
the  aged  was  held  by  the  Bureau  in  June  1948.  The  purpose  of  the 
meeting  was  to  strengthen  working  relationships  in  order  that  f  acihties 
for  sheltered  care  may  be  made  more  readily  available  to  recipients  of 
pubhc  assistance.  The  group  considered  the  desirabihty  of  national 
planning  for  comprehensive  research  regarding  the  aged,  including 
services  for  income  maintenance,  welfare  services,  and  community 
planning.  The  importance  of  a  national  coordinating  and  information 
service  to  supply  data  and  consultation  to  individual  agencies  on 
standards  of  administration  and  services  was  also  discussed.  The 
advisory  group  asked  the  Bureau  to  continue  to  take  responsibility 
for  calling  meetings  and  maintaining  contacts  until  decisions  can  be 
reached  concerning  the  type  of  national  organization  that  might  be 
estabhshed  to  promote  joint  planning  and  provide  services. 

National  Conference  on  Family  Life.— At  the  request  of  the  Federal 
Security  Administrator,  the  Bm-eau  Director  served  as  Chairman  of 
the  Inter-Agency  Committee  on  Background  Materials,  in  preparation 
for  the  National  Conference  on  Family  Life  which  was  held  in  Wash- 
ington in  May  1948.  The  Committee  compiled  basic  background 
materials  on  family  and  population  statistics,  the  economics  of  family 
hfe,  education,  health,  housing,  legal  status  of  the  family,  and  income 
maintenance  and  social  services  for  famihes.  The  Committee  was 
able  to  draw  on  a  wealth  of  information  relating  to  these  topics  in 
various  constituent  agencies  of  the  Federal  Security  Agency,  the 
Departments  of  Agriculture,  Commerce,  and  Labor,  and  the  Housing 
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and  Home  Finance  Agency.  The  materials  are  of  fundamental  im- 
portance in  comprehensive  planning  for  strengthening  family  life. 

Public  assistance  Jor  reservation  Indians. — Ever  since  the  programs 
began,  the  Bureau  has  been  gTeatly  concerned  with  the  problem  of 
making  assistance  available  to  needy  Indians  living  on  Federal  reser- 
vations. The  Social  Security  Act  affords  no  basis  for  excluding  such 
persons  from  the  program.  Furthermore,- the  State  laws  and  State 
plans  for  operating  the  programs  do  not  contain  any  provisions  per- 
mitting discrimination  against  any  group  in  the  population.  Never- 
theless, during  the  year,  Arizona  and  New  Mexico  took  specific  action 
affecting  the  provision  of  assistance  to  reservation  Indians.  Negotia- 
tions were  carried  on  with  these  States  and  with  the  Bureau  of  Indian 
Affairs  of  the  Department  of  the  Interior  in  the  effort  to  solve  the 
particular  problems  involved.  Congressional  delegations  in  the  two 
States  participated  actively  in  the  deliberations. 

Congress  appropriated  emergency  funds  for  the  relief  of  the  Navajos 
and  Hopis  to  be  administered  by  the  Bureau  of  Indian  Affairs.  These 
funds,  plus  limited  amounts  available  for  Indians  living  on  other 
reservations,  enabled  the  two  State  agencies  and  the  Social  Security 
Administration  to  reach  an  agreement  whereby  the  State  agencies 
would  accept  applications  from  reservation  Indians,  but  the  assistance 
payment,  in  an  amount  to  be  determined  by  the  State  agency,  would 
be  paid  from  the  funds  of  theBureau  of  Indian  Affairs.  Unfortunately, 
this  plan  did  not  work  out  as  had  been  intended,  because  the  funds 
soon  proved  insufficient  to  meet  the  need.  Later,  additional  funds 
were  provided,  but  these,  again,  will  be  sufiicient  for  a  limited  period 
of  time  only. 

In  reporting  the  supplemental  appropriation  bill  for  the  fiscal  year 
1949,  the  House  Appropriations  Committee  said  that  the  problem  in 
Arizona  and  New  Mexico  should  be  permanently  solved  under  existing 
substantive  law  as  interpreted  by  the  Social  Security  Administration. 
The  Committee  further  directed  that  Federal  and  State  funds  must  be 
used  for  reservation  Indians  as  well  as  for  other  persons  living  in  the 
States  when  the  resources  provided  by  special  appropriation  for 
distribution  by  the  Bureau  of  Indian  Affairs  are  no  longer  available. 

International  activities.- — -During  the  past  year  the  Bureau  has  been 
called  upon  to  assume  increasing  responsibility  for  participating  in 
the  formulation  of  the  international  social  policy  of  the  United 
States.  The  Director  of  the  Bureau  has  continued  to  serve,  on  behalf 
of  the  Commissioner  for  Social  Security,  as  acting  chairman  of  the 
Subcommittee  on  Social  Welfare  of  the  Interdepartmental  Com- 
mittee on  International  Social  Policy.  This  Subcommittee,  during 
the  last  six  months,  approved  thirty  memoranda  establishing  the 
official  positions  to  be  taken  on  social  welfare  subjects  by  delegates  of 
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the  United  States  to  organs  of  the  United  Nations  and  to  international 
conferences.  Many  of  these  memor-anda  were  prepared  in  the 
Bureau  or  in  working  groups  in  which  members  of  the  Bureau's  staff 
participated. 

The  Department  of  State  requested  assistance  in  relation  to  over- 
seas relief  programs  of  the  United  States,  including  the  loan  of  a 
Bureau  staff  member  to  the  American  Mission  for  Aid  to  Greece. 
Other  agencies  of  Government  and  national  voluntary  agencies  have 
requested  the  Bureau  to  provide  consultation  service  or  orientation 
for  12  of  their  staff  members  who  had  overseas  assignments. 

The  Bureau  has  directed  attention  to  plans  for  Bureau  projects 
under  the  United  States  educational,  scientific,  and  cultural  cooper- 
ation program  estabhshed  by  Public  Law  402  of  the  Eightieth  Con- 
gress. Approximately  70  trahiees  and  foreign  visitors,  including 
officials  of  foreign  governments  and  Fellows  under  United  Nations  and 
other  auspices,  visited  the  Bureau,  which  arranged  for  21  of  them  to 
spend  an  extended  period  observing  operations  in  social  welfare  agen- 
cies and  schools  of  social  work  in  this  country.  The  Bureau  has  been 
asked  to  reply  to  or  comment  on  various  questionnaires  and  draft 
conventions  on  social  welfare  matters  under  consideration  by  the 
United  Nations. 

The  Director  of  the  Bureau  is  a  member  of  a  United  States  working 
group  appointed  by  the  United  Nations  to  advise  the  Secretary- 
General  on  technical  social  welfare  subjects.  She  was  an  official 
United  States  delegate  to  the  International  Conference  of  Social  Work 
held  in  Atlantic  City  and  New  York  City  in  April  1948.  The  Assist- 
ant Director  served  as  a  representative  of  the  United  States  Govern- 
ment at  the  Ninth  Pan  American  Child  Congress  in  Caracas,  Ven- 
ezuela, in  January. 

Other  activities.— A  member  of  the  staff  of  the  Bureau  served  on  the 
executive  committee  of  the  National  Social  Welfare  Assembly,  which 
is  concerned  with  national  coordination  of  public  and  private  social 
welfare  agencies  and  with  national  planning  to  meet  particular  social 
welfare  needs. 

IMPROVING  PUBLIC  ASSISTANCE  AND  DEVELOPING 
A  COMPREHENSIVE  PUBLIC  WELFARE  PROGRAM 

Certam  provisions  of  the  Social  Security  Act  governing  Federal 
financial  participation  in  assistance  costs  were  amended  in  1946  and 
again  in  1948.  The  amendments  have  been  and  will  continue  to 
be  of  great  value  in  assisting  the  States  to  aid  larger  numbers  of 
needy  persons,  increase  payments,  and  strengthen  administration. 
The  Social  Security  Admmistration  advocates,  however,  additional 
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changes  to  enable  States  to  develop  more  nearly  balanced  and  com- 
prehensive systems  of  public  welfare,  properly  integrated  with  the 
social  insm^ance  systems. 

The  1946  amendments  have  not  succeeded  in  reducing  the  great 
variations  among  the  States  in  levels  of  assistance  payments,  nor 
are  the  1948  amendments  designed  to  meet  this  important  objective. 
In  June  1948,  in  each  of  the  three  assistance  programs  under  the 
Social  Security  Act,  the  highest  State  average  payment  was  roughly 
four  times  the  lowest. 

The  Administration  believes  that  it  would  be  desirable  to  modify 
the  basis  of  financing  pubUc  assistance  and  also  to  broaden  the  scope 
of  the  legislation  to  include  grants-in-aid  for  assistance  for  needy  per- 
sons not  now  covered  by  the  act,  for  payments  to  vendors  and  to 
recipients  for  medical  care,  and  for  comprehensive  welfare  services. 

The  scope  and  character  of  Federal  legislation  for  public  assistance 
should  be  considered  in  relation  to  legislation  for  the  broader  social 
security  system.  The  purpose  of  public  assistance  is  to  meet  need. 
The  role  of  social  insurance  is  to  provide  protection  for  persons  suf- 
fering the  common  hazards  of  wage  loss  because  of  old  age,  unem- 
ployment, disabihty,  and  death  of  a  breadwinner  so  that  they  will 
not  become  needy.  The  more  effective  the  insurance  provisions,  the 
less  the  need  for  assistance.  Even  in  a  well-developed  contributory 
insurance  system,  however,  there  will  always  be  some  need  for  assist- 
ance for  persons  not  covered  by  insurance  programs  or  not  entitled  to 
insurance  benefits  and  persons  entitled  to  benefits  but  needing 
supplementary  income. 

The  amendment  of  the  public  assistance  provisions  without  the 
concurrent  amendment  of  the  provisions  for  old-age  and  survivors 
insurance  has  resulted  in  very  disparate  treatment  of  persons  receiving 
social  insurance  benefits  to  which  they  have  contributed  and  those 
getting  assistance  on  the  basis  of  need.  The  inadequacy  of  benefits 
paid  under  the  insurance  programs  is  necessitating  an  increasing 
amount  of  supplementation  from  assistance  funds  for  persons  receiving 
insurance  benefits. 

The  public  assistance  programs  must  be  viewed  also  as  integral 
parts  of  the  broader  State  programs  of  public  welfare.  With  the  help 
of  Federal  funds,  great  progress  has  been  made  in  the  development  of 
the  special  types  of  public  assistance  and  chUd  welfare  services.  At 
the  same  time,  progress  in  the  development  of  other  programs  has 
lagged  in  many  States.  The  States  tend  to  appropriate  their  funds 
for  the  programs  to  which  the  Federal  Government  contributes. 
The  provisions  governing  Federal  financial  participation  in  welfare 
programs  should  be  such  as  to  promote  balance  among  the  programs 
rather  than  uneven  development  as  at  present.     To  stimulate  and 
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help  the  States  in  developing  public  welfare  programs  that  are  more 
comprehensive  and  balanced,  the  Social  Security  Administration 
therefore  recommends  the  following  legislative  changes. 

Financing  Public  Welfare 

To  enable  the  States  to  provide  more  nearly  adequate  assistance 
and  services,  the  Social  Security  Administration  believes  that  further 
changes  are  needed  in  the  provisions  of  the  Federal  act  that  relate  to 
Federal  financial  participation.  The  Administration  advocates  grants 
to  States  that  vary  with  the  States'  economic  capacity ;  Federal  sharing 
in  the  cost  of  welfare  services  and  administration  on  the  same  basis  as 
in  the  costs  of  assistance;  the  apportionment  by  the  States  of  Federal 
and  State  funds  to  localities  m  relation  to  their  need  for  funds;  and 
increase  in  the  present  Federal  maxunums  for  aid  to  dependent 
children. 

Variable  Federal  grants.— The  Social  Security  Administration  be- 
lieves that  the  provisions  of  the  Social  Security  Act  governmg  Federal 
participation  in  assistance  costs,  which  have  twice  undergone  revision 
in  the  past  2  years,  need  further  modification,  involving  a  basic  change 
in  the  character  of  the  formula  used  to  determine  the  Federal  share. 

Under  both  the  present  provisions  and  those  to  go  into  effect  in 
October  1948,  the  Federal  share  of  assistance  costs  varies  with  the 
level  of  payments.  Provided  that  no  payments  exceed  the  amounts 
of  the  Federal  maxunums,  the  Federal  Government  under  present 
provisions  puts  up  $2  for  $1  of  State  funds  if  the  average  payment  is 
no  higher  than  $15  in  old-age  assistance  and  aid  to  the  blind  or  $9  per 
child  in  aid  to  dependent  children.  Under  the  1948  amendments  the 
Federal  Government  will  be  able  to  put  up  $3  of  Federal  funds  for 
each  $1  of  State  funds  if  average  monthly  payments  to  the  aged  and 
the  blind  do  not  exceed  $20  and  to  dependent  children,  $12  per  child. 
As  the  averages  increase  beyond  these  levels— as  they  now  do  m  all 
programs  of  aid  to  the  blmd,  all  but  8  programs  of  old-age  assistance, 
and  all  but  11  programs  of  aid  to  dependent  children— the  Federal 
share  of  the  excess  over  these  amounts  diminishes,  under  both  the 
1946  and  1948  amendments,  to  $1  for  each  $1  of  State  funds,  within 
the  Federal  maximums  on  individual  payments. 

The  present  and  prospective  formulas  for  determining  the  Federal 
share  of  assistance  costs  thus  put  a  premium  on  low  payments.  States 
can  raise  payments  beyond  minimum  levels  only  by  bearing  a  larger 
relative  share  of  the  cost.  States  with  relatively  small  economic 
resources  need  greater  help  in  making  larger  payments  than  they  can 
get  under  the  type  of  formula  incorporated  in  the  1946  and  1948 
legislation. 
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The  entire  Nation  has  a  stake  in  the  well-being  of  people  in  each 
State.  There  is  in  this  country  a  continual  flow  of  population  from 
rural  to  urban  areas  and  from  poorer  to  wealthier  States.  Each  year 
the  wealthier  States  receive  thousands  of  persons  who  were  born  and 
brought  up  in  States  with  low  resources  and  relatively  inadequate 
facilities  and  who  inevitably  take  with  them  the  results  of  their  dep- 
rivations. It  is  in  the  interest  of  the  States  with  relatively  large 
economic  resources  that  persons  living  in  States  less  favored  economi- 
cally have  opportunity  for  healthful  living. 

The  Social  Security  Administration  continues  to  beheve  that  it 
would  be  desirable  to  use  a  formula  that  varies  the  Federal  share  with 
the  economic  capacity  of  the  State,  rather  than  with  the  average 
payment.  Such  a  formula  should  be  applied  also  to  expenses  for 
administration  and  welfare  services. 

The  Administration  suggests  that  a  change  in  the  formula  be  ac- 
companied by  increase  in  the  maximums  for  aid  to  dependent  children 
and  by  extension  of  the  scope  of  the  programs  for  which  Federal  funds 
are  available  to  include  payments  for  medical  services,  general  assist- 
ance, and  welfare  services.  These  changes  are  interrelated.  Their 
enactment  would  result  in  more  balanced  programs  in  all  States,  so 
that  the  needs  of  all  groups  for  assistance  and  services  would  be  met 
more  equitably,  and  most  States  with  comparatively  small  resources 
could  raise  the  level  of  assistance  and  services  substantially. 

Maximums  limiting  monthly  payments  for  aid  to  dependent  children. — 
For  aid  to  dependent  children,  the  Federal  maximums  have  never 
been  realistically  related  to  what  families  with  dependent  children 
need  to  live  on.  The  inadequacy  of  the  maximums,  including  those 
becoming  effective  in  October  1948,  is  due  partly  to  the  fact  that  the 
needs  of  the  mother  or  other  person  maintaining  a  home  for  the  child 
are  not  recognized.  Furthermore,  though  incapacity  of  a  parent  is 
included  in  the  act  as  a  factor  in  eligibility,  provision  is  not  made  for 
meeting  the  needs  of  an  incapacitated  parent  living  in  the  home. 

Even  under  the  1948  amendments,  the  largest  monthly  amount  in 
which  the  Federal  Government  will  share  for  a  family  consisting  of 
two  children  and  two  parents  is  $45.  In  sharp  contrast,  the  Federal 
Government  will  participate  in  a  payment  up  to  $50  for  a  single  aged 
or  blind  person.  A  $45  payment  will  bay  only  a  fraction  of  the  food 
needed  by  a  family  of  four.  Yet  the  family  must  also  have  shelter, 
clothing,  and  other  essentials.  The  Social  Security  Administration 
strongly  advocates  the  adoption  of  maximums  substantially  as  high 
as  those  for  the  aged  and  the  blind.  Children  are  the  Nation's  greatest 
resource,  and  their  healthful  growth  and  development  are  of  para- 
mount importance  to  the  Nation's  future. 
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State  distribution  of  Federal  and  State  funds.- — The  Social  Security 
Administration  believes  it  is  implicit  in  the  Federal  act  that,  within 
a  State,  needy  persons  shall  receive  equitable  treatment.  The  act 
requires  that  a  State  plan  must  provide  that  it  shall  be  in  effect  in  all 
political  subdivisions  of  the  State,  and  if  administered  by  them,  be 
mandatory  upon  them;  provide  for  financial  participation  by  the 
State;  provide  for  granting  to  any  individual,  whose  claim  for  assist- 
ance is  denied,  an  opportunity  for  a  fair  hearing  before  the  State 
agency;  and  provide  for  administration  that  is  proper  and  efficient. 

Needy  individuals  can  be  accorded  uniform  treatment  only  if  in  all 
localities  of  the  State  they  are  free  to  apply  for  assistance  and  to  get 
prompt  decisions  on  their  applications;  the  decisions,  moreover,  must 
be  based  upon  State-wide  standards,  uniformly  applied,  regarding 
their  ehgibility  and  the  amount  of  assistance  they  are  to  receive.  To 
assure  needy  persons  uniform  treatment  wherever  they  live,  the  State 
must  see  to  it  that  each  locaHty  has  the  funds  it  requu^es  to  meet 
need  promptly  at  the  standard  estabhshed  by  the  State.  Promptness 
requires  that  agency  staff  must  be  sufficient  in  all  localities  to  make 
the  necessary  determinations  without  delay.  Local  variations  in 
prices  may  result  in  differences  from  place  to  place  in  the  cost  of  the 
State  standard. 

The  apportionment  of  funds  to  localities  in  relation  to  their  need 
for  funds  poses  difficult  administrative  problems.  The  problems  are 
particularly  acute  when  a  share  of  the  cost  is  borne  by  the  localities. 
In  such  States  the  local  share  is  often  a  fixed  percentage  of  the  non- 
Federal  share;  in  a  few  States  it  is  a  fixed  percentage  of  total  expen- 
ditures. Wherever  the  local  share  is  a  fixed  proportion,  the  amounts 
the  Federal  and  State  Governments  can  contribute  to  a  locality  depend 
on  the  amount  that  it  is  able  and  willing  to  raise.  Often,  localities 
with  fimited  resources  are  unable  to  appropriate  as  much  as  is  nec- 
essary to  assure  the  availabifity  of  combined  Federal,  State,  and  local 
funds  sufficient  to  meet  need.  Some  States  that  use  local  fimds  will 
have  to  amend  then-  legislation  if  need  is  to  be  met  on  a  uniform  basis 
throughout  the  State. 

The  Social  Security  Administration  befieves  that,  as  a  condition  of 
plan  approval,  a  State  should  be  requu-ed  to  provide  for  the  appor- 
tionment of  Federal  and  State  funds  in  relation  to  the  need  of  the 
locafities  for  funds,  rather  than  on  the  basis  of  the  local  contribution. 

Assistance  for  Additional  Needy  Persons 

In  order  that  States  may  be  aided  in  providing  for  aU  persons  in 
want  and  not  merely  for  selected  groups,  the  Social  Security  Admin- 
istration befieves  that  it  is  essential  for  the  act  to  be  modified  and 
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extended  to  cover  needy  persons  not  now  included.  To  that  end, 
Federal  financial  participation  in  general  assistance  should  be  author- 
ized and  Federal  and  State  legislative  provisions  that  bar  certain 
needy  persons  from  getting  aid  should  be  eliminated. 

Federal  funds  for  general  assistance. — The  Social  Security  Act 
established  a  basis  for  the  division  of  responsibility  between  the 
Federal  Government,  on  the  one  hand,  and  the  State  and  local  govern- 
ments, on  the  other,  in  financing  public  assistance.  The  Federal 
Government  undertook  to  finance  a  share  of  the  cost  of  assistance 
for  needy  aged  and  blind  persons  and  dependent  children,  leaving  to 
the  States  and  localities  full  responsibility  for  aiding  other  needy 
persons. 

At  the  end  of  13  years,  it  is  clear  that,  as  compared  with  the  favored 
groups  in  whose  aid  the  Federal  Government  shares,  other  needy  per- 
sons have  in  general  fared  badly.  Yet  the  persons  receiving  *or  in 
need  of  general  assistance  are  in  considerable  part  unemployable. 
Among  the  persons  on  the  general  assistance  rolls  are  many  suffering 
from  chronic  diseases  or  acute  illnesses.  Some  are  unable  to  work 
because  of  mental  or  physical  handicaps  or  home  responsibilities. 
Relatively  few  are  temporarily  out  of  a  job  and  able  to  work.  Even 
in  a  time  of  full  employment,  some  unemployment,  of  course,  exists. 
Not  all  workers,  moreover,  are'  covered  by  and  eligible  for  benefits 
under  the  State  systems  of  unemployment  insurance.  Furthermore, 
except  for  railroad  workers,  insured  persons  who  are  temporarily  dis- 
abled and  unable  to  work  are  eligible  for  siclaiess  benefits  in  only  a 
few  States  (two  at  the  end  of  the  fiscal  year  1948).  In  only  a  few 
States — and  then  only  in  special  circumstances — can  unemployed 
workers  continue  to  draw  unemployment  benefits  after  they  become 
ill.  In  the  absence  of  a  general  disability  insurance  program,  many 
handicapped  and  permanently  disabled  persons  are  obliged  to  apply 
for  general  assistance. 

Many  States  have  not  elected  to  share  with  their  localities  the  bur- 
den of  supporting  general  assistance.  In  the  fiscal  year  1948,  it  was 
financed  entirely  by  the  localities  in  16  States — California,  Florida, 
Georgia,  Idaho,  Indiana,  Iowa,  Kentucky,  Mississippi,  Nebraska, 
Nevada,  New  Hampshire,  North  Carolina,  North  Dakota,  South  Da- 
kota, Tennessee,  and  Texas.  In  14  additional  States  the  local  share 
of  general  assistance  costs  was  one-half  or  more.  In  18  States,  State 
funds  predominated.  Arizona,  Pennsylvania,  and  Utah  used  no 
local  contribution,  and  Ohio  scarcely  any. 

In  the  States  contributing  little  or  no  State  financial  support, 
and  even  in  some  with  substantial  State  financial  participation,  the 
responsibility  for  establishing  standards  and  conditions  of  eligibility 
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rests  with  the  local  ofiicials.  As  a  natural  result,  the  ability  of  a 
needy  person  in  given  circumstances  to  obtain  aid  varies  greatly  from 
county  to  county,  as  does  the  amount  of  assistance  he  is  likely  to 
receive  if  he  is  accepted  for  assistance. 

Since  local  revenues  for  general  assistance  are  derived  primarily 
from  real  estate  taxes,  which  have  to  support  many  other  govern- 
mental services,  heavy  rehance  on  local  funds  frequently  results  in 
grossly  inadequate  appropriations  for  general  assistance.  Moreover, 
many  locahties  as  well  as  some  States  tend  to  appropriate  their  funds 
for  programs  financed  in  part  from  Federal  funds,  to  the  neglect  of 
services  for  which  such  matching  funds  are  lacldng. 

General  assistance  is  an  important  part  of  a  comprehensive  pubHc 
welfare  system  and  of  a  comprehensive  social  security  program.  The 
function  of  general  assistance  is  to  meet  need  not  otherwise  taken  care 
of.  Freedom  from  want  will  be  a  vain  hope  for  many  needy  persons  in 
all  sections  of  the  country  until  general  assistance  programs  are 
State-wide  in  operation  and  adequately  financed  and  supervised. 

The  Social  Security  Administration  recommends  extending  the  pub- 
lic assistance  provisions  of  the  Social  Security  Act  to  include  Federal 
participation  in  assistance  to  any  needy  person.  The  purpose  of  such 
an  amendment  to  the  act  would  be  to  establish  in  all  parts  of  the 
Nation  a  flexible  and  comprehensive  assistance  system,  able  to  adjust 
rapidly  to  changing  social  and  economic  conditions  and  to  meet  resid- 
ual and  emergency  needs. 

Aid  to  any  dependent  child.— No  nation  can  afford  to  neglect  the 
well-being  of  the  oncoming  generation.  In  this  country,  however, 
even  now  there  are  many  children  who  are  deprived  of  the  means  of 
support  and  yet  are  not  eligible  for  financial  assistance.  Title  IV 
of  the  Social  Security  Act,  under  which  grants-in-aid  are  made  to 
States  for  aid  to  dependent  children,  so  Hmits  the  scope  of  Federal 
participation  that  Federal  funds  can  go  only  to  children  who  are  de- 
prived of  parental  support  or  care  for  specified  reasons.  Children 
who  lack  the  support  or  care  of  a  parent  because  of  death,  incapacity, 
or  absence  from  home  may  get  aid,  provided  they  are  living  with  a 
parent  or  close  relative  and,  if  16  or  17  years  of  age,  are  attending 

school. 

Many  children  are  in  need  because  a  parent  has  low  earnings,  is 
unemployed,  is  temporarily  ill,  or  for  many  other  reasons.  Moreover, 
some  children  aged  16  or  17  cannot  go  to  school  because  they  are 
mcapacitated  or  ill,  because  suitable  schools  are  not  accessible,  or 
because  they  are  needed  in  the  home. 

The  Social  Security  Administration  is  of  the  opinion  that  assistance 
with  Federal  participation  should  be  available  to  any  parent,  relative, 
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or  other  person  who  assumes  responsibility  for  the  care  of  a  needy- 
child  and  maintains  a  home  for  him.  The  consequences  of  malnutri- 
tion, improper  housing,  and  other  deprivations  in  childhood  are  the 
same,  whatever  their  origin.  We  believe,  moreover,  that  the  act 
should  make  specific  provision  for  meeting  the  need  of  the  parent  o]- 
other  person  assuming  responsibility  for  parental  care  and  support  of  a 
child.  If  the  assistance  payment,  intended  to  cover  the  needs  of  the 
child,  must  cover  the  needs  of  another  person  also,  the  well-being  of 
the  child  will  suffer. 

If  Federal  participation  is  extended  to  general  assistance,  the  need 
for  modification  of  the  provisions  for  aid  to  dependent  children  will 
be  less  crucial.  Nevertheless,  the  Administration  believes  it  would  be 
desirable  to  make  the  changes  advocated  here,  since  they  will  simplify 
the  determination  of  eligibility  and  deliuQate  more  clearly  the  pur- 
poses of  the  program. 

Aid  for  blind  children. — Although  title  X  of  the  Social  Security  Act 
authorizes  Federal  participation  in  aid  to  any  needy  blind  person,  ir- 
respective of  age,  24  States  now  have  age  requirements  that  render 
children  ineligible.  Seven  States  bar  children  under  age  16,  nine 
under  age  18,  and  four  under  age  21,  sometimes  with  certain  exceptions. 
The  remaining  four  States  have  other  restrictions. 

Some  of  these  States  may  have  assumed  that  a  needy  blind  child 
could  get  aid  to  dependent  children,  but  that  is  possible  only  if  the 
blind  child  lacks  support  or  care  because  a  parent  is  dead,  away  from 
home,  or  incapacitated.  Presumably,  age  limitations  were  imposed 
primarily  on  the  assumption  that  if  blind  children  could  receive  assist- 
ance in  their  homes  they  might  not  attend  residential  schools  for  the 
blind.  The  Social  Security  Administration  sees  no  reason  why  the 
availability  of  aid  for  blind  children  needing  it  should  interfere  with 
their  getting  appropriate  education,  whether  they  are  attending  day 
or  residential  schools.  Indeed,  in  certain  situations  assistance  should 
enable  the  child  to  benefit  more  fully  from  his  educational  opportu- 
nities. Furthermore,  some  needy  blind  children  are  too  young  to  go  to 
school  or  cannot  attend  school  for  other  reasons. 

Authorities  on  child  care  generally  believe  that  the  blind  child — 
like  the  sighted  child — needs  the  security  that  comes  from  being  a 
member  of  a  family  group.  Although  some  communities  have  special 
facilities  for  the  education  of  blind  children,  often  they  can  get  educa- 
tion adapted  to  their  needs  only  in  residential  schools.  For  such 
children,  home  ties  should  be  preserved  to  the  fuUest  extent  possible. 
If  needed,  assistance  should  be  available  to  enable  the  blind  child  to 
get  home  for  weekends,  when  this  is  feasible,  or  at  least  at  frequent 
intervals,  and  also  to  be  at  home  during  vacation  periods.    If  his  ties 
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with  his  family  are  not  preserved  and  he  is  cut  off  from  relationships 
with  sighted  persons,  he  is  likely  to  find  it  difficult  to  adjust  to  life 
outside  the  institution  when  his  schooling  is  completed. 

The  needy  bUnd  child  in  the  residential  school — like  other  needy 
blind  children — may  need  assistance  for  the  basic  essentials  of  living, 
such  as  food,  shelter,  and  clothing.  He  may  also  need  medical  care, 
including  care  to  improve  or  conserve  what  vision  may  remain. 

The  Social  Security  Administration  beheves  that,  as  a  condition  for 
the  receipt  of  Federal  grants  for  aid  to  the  blind,  States  should  be 
precluded  from  incorporating  in  their  plans  any  provisions  that  bar 
needy  children  from  getting  assistance.  There  are  relatively  few 
blind  children  in  the  United  States — perhaps  about  10,000 — but  help 
should  be  available  for  any  who  are  needy. 

Residence  requirements. — The  American  people  are  traditionally  on 
the  move,  and  those  who  are  born,  live,  and  die  in  the  same  community 
are  in  the  minority.  In  1940,  sHghtly  more  than  a  fifth  of  the  people 
in  the  Nation  were  living  in  States  other  than  the  one  where  they  had 
been  born.  Less  than  half  of  the  persons  in  the  civilian  population  in 
April  1947  were  living  in  the  home  in  which  they  lived  in  April  1940. 
A  tenth  were  living  in  another  county  of  the  same  State,  and  another 
tenth  were  living  in  other  States.  In  the  single  year  following  VJ-day, 
nearly  11  million  people  changed  their  county  of  residence.  People 
move  when  and  where  better  opportunities  for  a  livelihood  are  offered. 
The  greatness  of  American  agriculture,  industry,  and  commerce 
depends  upon  a  high  degree  of  mobihty  of  population.  Assistance  legis- 
lation should  be  geared  to  the  realities  of  an  ever-shifting  population. 
The  Social  Security  Act  now  permits  States  to  impose  requirements 
of  residence  if  they  wish,  but  limits  the  length  of  residence  that  may 
be  requhed  if  a  State  is  to  quahfy  for  Federal  funds.  A  State  plan 
for  old-age  assistance  or  aid  to  the  bUnd  may  not  require  residence 
in  a  State  for  more  than  5  of  the  9  years  immediately  preceding 
appHcation  and  1  year  continuously  before  filuig  the  apphcation. 
For  aid  to  dependent  children,  the  maximum  requirement  is  1  year 
of  residence  for  the  child  immediately  preceding  apphcation  or,  if  the 
child  is  less  than  a  year  old,  bhth  in  the  State  and  continuous  residence 
by  the  mother  in  the  State  for  a  year  preceding  the  birth.  Jvlany 
States  have  adopted  substantially  these  same  stipulations  as  minimum 
requirements  for  eligibihty.  Many,  on  the  other  hand,  have  require- 
ments lower  than  the  maximum  permitted  in  the  Social  Security 
Act.  A  few  no  longer  specify  any  period  of  residence  as  an  ehgibihty 
requirement. 

In  all,  27  States  have  5-year  residence  requhements  for  old-age 
assistance  and  21  States  for  aid  to  the  blind.  Requhements  as  low  as 
1  year,  on  the  other  hand,  are  set  in  17  States  for  old-age  assistance 
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and  in  18  States  for  aid  to  the  blind.  Kentucky,  New  York,  and  Rhode 
Island  have  no  residence  requirements  for  either  old-age  assistance  or  : 
aid  to  the  blind,  and  Mississippi  has  none  for  aid  to  the  blind.  More- 
over, States  with  residence  requirements  for  aid  to  the  blind  not 
infrequently  waive  them  for  persons  who  were  residing  in  the  State 
when  they  became  blind. 

For  aid  to  dependent  children,  Alaska,  Georgia,  Kentucky,  Mis- 
sissippi, New  York,  Rhode  Island,  and  Wisconsin  have  no  legal  require- 
ments of  residence. 

The  Social  Security  Administration  believes  that,  since  mobility  of 
population  is  an  essential  characteristic  of  a  free-enterprise  society 
and  since  the  Federal  Government  finances  a  substantial  share  of 
assistance  costs,  the  Federal  act  should  prohibit  the  inclusion  in  a 
State  plan  of  residence  requirements  that  bar  needy  persons  otherwise 
eligible  for  aid.  Residence  requirements  may  result  in  great  hardship 
for  needy  persons  who  have  not  lived  long  enough  in  a  State  to  qualify 
for  aid.  Although  such  persons  may  be  presumed  to  be  eligible  for 
general  assistance,  in  many  places  local  settlement  or  State  residence 
requirements  are  imposed  for  this  type  of  aid  also.  Moreover,  the 
amount  of  assistance  a  needy  person  can  get  under  the  general  as- 
sistance program,  if  he  is  eligible  for  any  help,  may  be  much  less  than 
he  could  have  received  under  a  special  assistance  program. 

Citizenship  requirements. — Although  a  State  may,  if  it  wishes,  get 
Federal  funds  for  assistance  to  needy  noncitizens,  some  State  plans 
make  citizenship  an  eligibility  requirement.  In  those  States,  non- 
citizens  are  eligible  only  for  general  assistance,  which  is  relatively 
meager  in  many  communities  and  nonexistent  in  some.  At  present, 
citizenship  is  a  condition  of  eligibility  for  old-age  assistance  in  19  States 
and  for  aid  to  the  blind  in  six  States.  In  aid  to  dependent  children, 
Texas  alone  has  such  a  requirement. 

The  Social  Security  Administration  believes  that  needy  persons  who 
are  noncitizens  and  otherwise  eligible  should  be  able  to  qualify  for 
assistance  and  that,  as  a  condition  for  the  receipt  of  Federal  funds,  a 
State  should  be  prohibited  from  establishing  citizenship  as  a  require- 
ment for  eligibility. 

Property  restrictions.- — A  cardinal  principle  underlying  the  Social 
Security  Act  is  that  a  needy  person  receiving  assistance  shall  be  free 
to  spend  the  money  he  receives  as  he  deems  best.  Yet  some  State 
plans  for  public  assistance  embody  the  reverse  philosophy  in  their 
provisions  restricting  the  individual's  freedom  to  handle  his  property 
as  he  wishes.  To  qualify  for  assistance,  a  needy  individual  who  owns 
property  must  in  a  few  States  transfer  title  to  or  control  of  the  property 
to  the  State  or  locality.     The  Social  Security  Administration  believes 
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that,  as  a  condition  of  Federal  grants,  States  should  be  prohibited 
from  requiring  transfer  of  the  title  or  control  of  an  applicant's  or 
recipient's  property  to  the  State  or  locality.  Such  a  provision  would 
not  prevent  the  State  from  making  a  recovery  from  the  estate  of  a 
deceased  recipient  for  assistance  that  he  had  received,  from  imposing 
a  lien  to  secure  the  claim  as  long  as  the  applicant  or  recipient  retained 
title  to  the  property  and  had  it  in  his  control  subject  only  to  lien,  or 
from  establishing  the  maximum  amount  of  property  that  an  individual 
can  continue  to  retain  and  receive  assistance. 

Scope  of  Assistance  and  Service 

In  the  past  13  years  a  wealth  of  evidence  has  been  accumulating  to 
indicate  the  need  for  expanding  the  scope  of  the  assistance  and  services 
in  which  the  Federal  Government  assumes  a  share  of  the  cost.  The 
Federal  Government  should,  we  beheve,  meet  part  of  the  cost  of 
medical  care  and  of  expanded  child  welfare  services  and  also  of  welfare 
services  for  families  and  adults  to  enable  them  to  become  self-support- 
ing, to  make  fuller  use  of  community  resources,  or  to  solve  individual 
or  family  problems. 

Medical  care.— Among  recipients  of  public  assistance  there  is  much 
disability.  Indeed,  disability  is  one  of  the  major  causes  of  depend- 
ency. The  eligibility  conditions  for  aid  to  aged  and  blind  persons 
and  dependent  children  are  such  that  large  numbers  of  persons  ap- 
proved for  assistance  are  individuals  with  disabilities.  Moreover,  the 
general  assistance  load  has  for  many  years  been  heavily  weighted  with 
persons  suffering  from  chronic  diseases  or  acute  illnesses.  For  many 
recipients  of  assistance  the  need  for  medical  care  is  as  basic  as  the 
need  for  food,  shelter,  and  clothing. 

The  present  assistance  provisions  of  the  Social  Security  Act  have  a 
limiting  effect  on  the  ability  of  States  to  make  medical  care,  or  money 
with  which  to  purchase  it,  available  to  needy  persons.  The  Federal 
Government  can  now  participate  only  in  money  payments  to  recipients 
within  specified  maximums  on  individual  monthly  payments.  In 
old-age  assistance  and  aid  to  the  blind  the  maximum  imder  the  1948 
amendments  is  $50;  in  aid  to  dependent  children  the  maximums  are 
substantially  lower. 

Because  of  the  maximums,  it  is  often  impossible  for  the  agency — 
with  Federal  financial  participation — to  make  the  money  payments 
large  enough  to  cover  medical  bills,  especially  when  the  bills  are 
sizable.  Assistance  agencies,  moreover,  often  consider  it  preferable 
to  pay  the  practitioner  or  agency  supplymg  the  medical  care.  Accord- 
ing to  a  study  of  the  medical  aspects  of  public  assistance,  three-fifths 
or  more  of  the  costs  incurred  for  the  hospitahzation  of  recipients  of 
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old-age  assistance  in  a  6-month  period  of  1946  were  paid  directly 
to  the  hospitals  in  most  of  the  States  for  which  this  information  is 
available.  Other  forms  of  medical  care  were  more  commonly  provided 
through  the  money  payment  to  the  recipient. 

Many  States  are  m.aking  serious  efforts  to  help  recipients  get  medical 
care,  often  bearing  a  substantial  share  of  the  cost.  In  18  of  the  20 
States  participating  in  the  study  of  medical  care,  the  proportion  of 
aged  recipients  for  whom  some  provision  for  medical  care  was  made 
ranged  from  6  to  98  per  100  recipients  on  the  rolls  during  the  period 
of  the  study.  In  aid  to  dependent  children,  the  number  of  families 
for  which  medical  care  or  funds  for  its  purchase  were  made  available 
ranged  from  10  to  82  per  100  cases  assisted. 

The  scope  of  the  medical  services  for  which  money  is  supplied  or 
responsibility  for  payment  assumed  by  the  agency  varies  greatly  from 
State  to  State.  Some  States  undertake  to  provide  for  comparatively 
little  care  except  the  services  of  medical  practitioners  and  the  cost  of 
medicine.  Relatively  few  States  make  much  dental  care  available, 
even  for  dependent  children.  Furthermore,  in  many  States  there  is 
limited  provision  for  care  in  nursing  or  convalescent  homes.  A  few 
agencies  make  no  medical  care  available — through  the  money  pay- 
ment or  otherwise — except  in  emergencies,  and  some  others  limit 
drastically  the  types  or  amount  of  care  that  may  be  provided.  In 
1946,  in  the  18  States  for  which  there  is  such  information,  average 
expenditures  for  medical  care  ranged  per  assistance  case  from  $0.52 
to  $12.08  a  month  for  old-age  assistance  and  from  $0.50  to  $6.44  in 
aid  to  dependent  children.  The  high  average  of  $12.08  occurred  m 
a  State  that  has  relatively  adequate  facihties  for  nursing-home  care 
and  was  able  to  meet  the  cost  of  such  care  for  aged  recipients  needing 
it.  Costs  are  undoubtedly  somewhat  higher  today.  In  general, 
States  whose  financial  resources  are  small  can  finance  only  meager 
medical  care  from  assistance  funds.  In  such  States  the  medical  care 
for  dependent  children  is  particularly  limited.  The  low  Federal 
maximums  in  that  program  seriously  handicap  necessary  medical 
services  for  the  children.  All  children  need  preventive  medical  and 
dental  services,  as  well  as  services  that  are  curative. 

To  help  States  m.ake  medical  care  available  to  needy  persons,  the 
Social  Security  Administration  recommends  extension  of  Federal 
participation  to  include  payments  made  directly  to  practitioners  or 
agencies  (including  prepayment  group  health  plans)  that  supply  or 
pay  for  medical  services  to  needy  persons.  Such  a  provision,  we 
believe,  would  act  as  a  stimulus  to  the  State  assistance  agencies  to 
develop  more  satisfactory  methods  for  the  provision  of  medical  care 
and  to  make  a  wider  range  of  medical  services  available  to  needy  per- 
sons.    The  role  of  public  assistance  in  meeting  medical^needs  should 
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be  regarded  as  residual.  To  the  extent  that  medical  services  are  avail- 
able to  needy  persons  through  health  agencies  or  that  the  costs  of  such 
services  are  met  through  health  insurance,  public  assistance  agencies 
will  be  relieved  of  the  necessity  of  providing  needy  persons  with  the 
means  of  obtaining  medical  care.  Public  assistance  agencies  will  still 
have  a  function  to  perform  in  referring  needy  persons  to  appropriate 
health  agencies,  and  sometimes  in  certifying  needy  persons  as  eligible 
to  receive  medical  services. 

In  other  chapters  of  this  report  the  Social  Security  Administration 
recommends  the  establishment  of  medical  care  insurance,  under  which 
workers  can  share  the  risks  and  contribute  toward  prepaying  the  costs 
of  medical  care  for  themselves  and  their  famihes  on  a  fixed  basis.  If 
a  system  of  medical  care  insurance  such  as  that  proposed  is  established, 
provision  should  be  made  to  permit  assistance  agencies  to  pay  con- 
tributions into  the  insurance  fund  so  that  recipients  of  assistance  not 
covered  by  this  system  could  get  the  same  medical  services  as  wage 
earners  and  members  of  their  families. 

This  report  also  recommends,  elsewhere,  extension  of  Federal  legis- 
lation and  increase  in  appropriations  to  enable  State  health  agencies 
to  develop  progressively  their  programs  for  maternal  and  child  health 
and  for  crippled  children.  Such  services,  the  Administration  believes, 
should  be  available  generally  to  mothers  and  children.  Through 
grants-in-aid  administered  by  the  Public  Health  Service  other  types 
of  medical  services  provided  by  State  health  agencies  are  being 
strengthened,  additional  medical  and  nursing  personnel  trained,  and 
the  construction  of  additional  hospital  facihties  stimulated. 

If  a  comprehensive  health  insurance  program  were  estabhshed  and 
State-wide  services  were  developed  in  the  State  health  departments, 
the  need  for  medical  assistance  would  be  greatly  reduced.  It  is  not 
improbable,  moreover,  that  the  need  for  maintenance  would  also  be 
lessened. 

Care  in  public  medical  institutions.— Some  of  the  most  acute  want 
in  the  Nation  is  to  be  found  among  persons  needing  long-tune  care  in 
medical  institutions.  At  present,  under  the  programs  for  the  aged 
and  blind,  the  Federal  Government  can  participate  in  money  payments 
to  such  persons  only  if  they  reside  in  private  institutions  and  only 
up  to  the  maximums  on  mdividual  monthly  payments.  A  State  may, 
however,  claim  Federal  sharing  in  payments  to  persons  receivmg 
temporary  medical  care  or  other  services  in  public  medical  institutions. 

Many  of  the  aged  and  blind  recipients  need  long-time  care  in 
medical  institutions.  Private  medical  facihties  cannot  begin  to  care 
for  aU  the  people  needing  this  type  of  care.  The  provision  in  the  act 
barring  the  use  of  Federal  funds  for  persons  hving  in  public  institu- 
tions was  intended  to  wipe  out  indiscriminate  care  in  the  old-tmie 
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almshouse  but  its  effect  has  been  to  foster  the  development  of  com- 
mercial nursing  and  convalescent  homes.  Often  these  homes,  which 
are  operated  for  profit,  are  unlicensed  and  unsupervised  and  give 
inferior  care. 

To  enable  States  to  make  use  of  existing  public  medical  facilities 
and  to  stimulate  the  development  of  additional  facilities,  the  Social 
Security  Administration  recommends  amendment  of  the  assistance 
titles  of  the  act  to  permit  Federal  sharing  in  assistance  to  or  the  cost 
of  care  for  persons  who  choose  to  live  in  public  medical  care  institu- 
tions other  than  those  for  tuberculosis  and  mental  disease.  If  Fed- 
eral grants  for  general  assistance  should  be  authorized,  this  provision 
should  be  incorporated  in  the  legislation  for  this  type  of  aid,  also. 

We  believe  that  the  public  assistance  agency  should  have  the  option 
of  paying  the  medical  institution  directly  for  the  care  of  a  needy  in- 
dividual if  this  seems  desirable.  Many  persons  ill  enough  to  need 
long-time  care  in  a  medical  institution  are  unable  to  manage  their 
money  for  themselves. 

We  also  believe  that,  as  a  condition  of  plan  approval,  the  State 
should  be  required  to  designate  an  appropriate  authority  or  authori- 
ties to  establish  and  maintain  suitable  standards  for  all  institutions 
of  the  types  specified  in  the  State  plan  as  institutions  in  which  recipi- 
ents of  assistance  may  reside. 

Care  in  medical  institutions  is  necessarily  expensive.  In  1946  the 
average  cost  per  month  for  care  of  recipients  of  old-age  assistance 
living  in  nursing  or  convalescent  homes  in  12  States  or  selected  counties 
of  these  States  ranged  from  about  $40  to  $118.  Costs  of  care  in 
medical  institutions,  like  the  cost  of  all  other  goods  and  services,  are 
mounting. 

Care  in  public  domiciliary  institutions. — There  are,  of  course,  some 
aged  or  handicapped  people  who  do  not  need  the  type  of  care  provided 
in  medical  institutions  but  are  in  need  of  domiciliary  care.  Facilities 
in  private  charitable  institutions  are  inadequate  to  provide  for  all 
needy  persons  requiring  domiciliary  care.  Moreover,  many  of  the 
institutions  restrict  intake  to  persons  of  particular  religions,  races,  or 
afiiliations.  Some  persons  in  need  of  sheltered  care  live  in  commercial 
homes,  not  infrequently  under  conditions  that  are  highly  unsatisfac- 
tory. Extension  of  the  act  to  cover  persons  receiving  long-time  care 
in  public  domiciliary  institutions  would  enable  recipients  to  live  in 
such  institutions  if  they  chose  to  do  so.  Safeguards  should  be  main- 
tained, however,  so  that  recipients  would  be  as  free  to  leave  public 
domiciliary  institutions  as  to  enter  them. 

Determination  of  need. — No  aspect  of  administration  in  public 
assistance  is  more  fundamental — and  none  more  complex — than  the 
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determination  of  need.  The  Social  Security  Act  requires  a  State  to 
define  need  but  is  silent  on  how  need  should  be  determined,  except  for 
specifying  that  any  mcome  and  other  resources  of  an  individual  should 
be  taken  into  consideration. 

The  Social  Security  Administration  believes  that  there  would  be 
advantage  in  a  more  explicit  statement  to  assure  consistent  treatment 
of  needy  persons.  As  a  condition  of  Federal  approval,  the  act  should 
specifically  provide  that  a  State  plan  should  define  the  standard  of 
living  to  be  achieved  through  the  individual's  own  resources  and  the 
assistance  payment  and  should  contain  objective  standards  for  evaluat- 
ing income  and  resources.  Moreover,  the  Federal  act  should  specify 
that  only  income  and  resomrces  actually  available  to  the  needy  indi- 
vidual should  be  taken  into  account. 

The  State  agencies  have  made  notable  progress  in  developing 
State-wide  standards  of  assistance.  Nevertheless,  in  many  States 
the  standards  still  fall  short  of  providing  a  basis  for  uniform  and 
objective  determinations.  Some  States  still  consider  income  and 
other  resources  as  available  to  an  individual  when  actually  they 
are  not. 

Through  its  continuing  review  of  administrative  practices  in  the 
States,  the  Bureau  has  information  on  the  standards  and  practices  in 
effect  regarding  the  determination  of  need  at  the  end  of  the  fiscal 
year. 

Of  55  State  agencies  administering  or  supervising  the  administra- 
tion of  public  assistance  plans  in  the  48  States  and  the  District  of 
Columbia,  five  left  it  entirely  to  the  localities  to  decide  which  items — 
for  example,  food,  clothing,  shelter,  fuel,  light,  water,  household 
supplies,  and  personal  care — were  to  be  included  in  determining  how 
much  money  an  individual  requires  to  live  on.  In  all,  25  States 
made  the  inclusion  of  certain  items  mandatory  and  other  items 
optional. 

Six  State  agencies  had  established  no  cost  figures,  leaving  that 
aspect  entirely  to  the  locaHties.  In  five  State  agencies  the  use  of 
State-established  cost  figures,  adjusted  for  local  differences,  was  en- 
tirely optional.  In  12  agencies  the  use  of  cost  figures  was  mandatory 
for  some  items  and  permissive  for  others.  The  uniform  considera- 
tion of  resources— particularly  income  in  kind,  which  is  difficult  to 
evaluate — remained  a  problem  in  about  half  the  States. 

Funds  were  adequate  to  meet  need  in  full,  as  determined,  in  31  of 
the  55  State  agencies  in  June  1948.  Of  the  24  agencies  unable  to 
provide  the  full  amount  needed,  three  left  it  to  the  locahties  to  decide 
how  a  reduction  m  the  payment  was  to  be  made.  Nine  prescribed 
the  method  of  reduction  but  left  the  extent  of  the  reduction  to  the 
local  agency. 
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The  eligibility  of  an  individual  for  assistance  and  the  amount  of 
his  payment  can  be  determined  fairly  and  uniformly  only  when  there 
are  clear  and  objective  standards,  applied  uniformly  throughout  the 
State,  to  measure  his  requirements,  to  evaluate  his  resources,  and 
thus  to  determine  the  extent  to  which  his  income  and  other  resources 
should  be  supplemented  in  order  that  he  may  live  at  the  standard 
established  by  the  State.  Standards  and  instructions  that  are 
specific  and  clear-cut  are  essential,  moreover,  to  enable  workers  to 
make  decisions  effectively. 

Even  though  the  fundamental  principle  of  public  assistance  is  the 
relief  of  need  not  met  by  an  individual's  income  and  resources,  some 
Federal  legislation  has  deviated  from  that  principle  for  certain  groups 
of  individuals.  In  the  war  year  of  1943,  Congress  enacted  legislation 
that  permitted  States,  for  a  temporary  period  and  without  prejudicing 
their  rights  to  grants-in-aid  under  the  Social  Security  Act,  to  disre- 
gard income  from  agricultural  labor  in  determining  the  need  of  certain 
individuals  on  the  old-age  assistance  rolls.  In  1945,  income  from 
civilian  nursing  service  was  also  exempted  from  consideration  in 
certain  circumstances.  These  exemptions,  which  have  been  extended 
to  July  1,  1949,  were  intended  to  encourage  needy  aged  persons 
receiving  old-age  assistance  to  engage  in  these  occupations  and  thus 
to  help  reduce  acute  labor  shortages.  Very  few  States  have  elected 
to  make  use  of  the  provisions  at  any  time  since  1943. 

The  Social  Security  Administration  believes  that  such  provisions 
not  only  are  inconsistent  with  the  principles  of  the  determination 
of  need  in  public  assistance,  but  also  operate  unfairly  against  needy 
persons  who  cannot  work  and  have  no  resources  to  draw  upon. 
When  the  State  agency  must  disregard  income  of  certain  recipients, 
it  must  then  stretch  the  assistance  funds  it  has  even  further  than  would 
otherwise  be  necessary,  unless  additional  funds  are  appropriated. 
Another  result  of  exempting  resources  is  that  additional  individuals 
become  eligible  for  aid.  Even  if  the  assistance  rolls  remained  static, 
however,  the  amount  to  be  met  from  available  funds  would  be  in- 
creased by  the  amount  of  the  resources  disregarded,  and  inevitably, 
if  more  funds  were  not  forthcoming,  the  persons  who  were  most 
needy  and  lacked  resources  of  their  own  would  have  less  to  live  on. 
In  some  States,  at  present,  funds  are  so  limited  that  the  need  of  persons 
on  the  rolls  is  not  being  met  in  full. 

The  Administration  favors  a  policy  that  will  result  in  raising  stand- 
ards for  all  recipients — when  States  are  able  to  do  so — rather  than  one 
that  will  improve  the  condition  only  of  selected  groups.  Because  the 
concept  of  need  is  so  fundamental,  all  groups  concerned  with  assistance 
programs  should  give  the  most  careful  consideration  to  the  underlying 
philosophy  of  need.     Standards  and  policies  for  determining  the  level 
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of  living  to  be  afforded  needy  individuals  and  for  evaluating  resources 
'  available  toward  attaining  that  level  should  be  developed  in  relation 
to  fundamental  principles.  As  long  as  funds  remain  inadequate, 
there  is  temptation  to  break  away  from  basic  principle  if  the  situation 
of  at  least  some  individuals  can  be  improved  thereby.  It  should  be 
borne  in  mind,  however,  that  the  gains  for  limited  groups  are  being 
made  at  the  expense  of  others  whose  needs  are  even  more  acute. 
There  is  no  remedy  for  inadequate  appropriations  except  larger  ones. 

Welfare  services. — Under  the  Social  Security  Act  the  Federal  Govern- 
ment has  since  1936  participated  in  the  cost  of  providing  limited  wel- 
fare services.  Through  the  grants  for  the  administration  of  old-age 
assistance,  aid  to  dependent  children,  and  aid  to  the  blind,  the  Federal 
Government  meets  one-half  the  cost  of  services  that  are  directly  related 
to  the  need  of  persons  applying  for  or  receiving  one  of  these  types  of 
aid.  Moreover,  under  title  V  of  the  act,  grants  are  made  to  States  for 
child  welfare  services.  A  State  cannot  claim  Federal  funds,  however, 
for  services  for  needy  persons  who  do  not  fall  within  the  scope  of  the 
categorical  programs,  who  are  eligible  for  a  special  type  of  aid  but 
require  help  that  is  unrelated  to  their  financial  need,  or  who  are  self- 
supporting  but  seek  help  in  meeting  personal  or  family  problems.  In 
many  States,  moreover,  public  child  welfare  services  are  available  only 
in  selected  areas. 

During  the  past  13  years  the  value  of  welfare  services  under  govern- 
mental auspices  has  been  amply  demonstrated  by  the  results  of  the 
services  supplied  under  the  programs  for  child  welfare  and  public 
assistance.  Increasingly  people  are  turning  to  the  public  welfare 
agency  for  services  of  many  types  including  homemaker  service,  home- 
finding,  and  counseling.  In  many  localities  of  the  Nation  there  is 
no  other  social  agency. 

To  help  families  to  remain  together  and  to  enable  families  and 
adults  to  become  self-supporting,  to  make  fuller  use  of  community 
resources,  or  to  solve  individual  or  family  problems,  the  Social 
Security  Administration  advocates  the  extension  of  Federal  finan- 
cial participation  to  cover  all  welfare  services  administered  by  the 
staff  of  the  public  welfare  agency.  The  Administration  believes 
that  comprehensive  welfare  services  should  in  time  be  available  to 
persons  requesting  them — whether  needy  or  not — in  all  communities 
of  the  Nation.  This  goal  can  be  attained,  however,  only  as  additional 
personnel  can  become  equipped  to  render  service  of  professional 
quality.  Thus  the  Federal  Government  should  also  participate  in 
financing  the  training  of  additional  personnel.  In  all  parts  of  the 
country,  agencies  are  giving  increasing  attention,  through  numerous 
training  devices,  to  improving  the  competence  of  staff  in  dealing  with 
the  problems  of  persons  who  turn  to  the  agency  for  help. 
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The  Social  Security  Administration  believes  that  States  should  be 
able  to  get  Federal  financial  support  for  demonstration  projects  in 
selected  communities  where  plans  for  providing  comprehensive  services 
or  particular  types  of  services  can  be  tested  and  evaluated. 

The  Family  Life  Conference,  called  by  the  President  in  May  1948, 
has  focused  the  attention  of  the  country  on  the  contribution  of  the 
family  to  national  life  and  on  the  forces  that  tend  toward  disintegra- 
tion of  the  family.  Services  to  promote  the  integrity  of  the  famUy 
should  receive  the  whole-hearted  support  of  the  Federal,  State  and 
local  Governments,  and  of  voluntary  agencies.  At  the  present  time, 
no  agency  of  the  Federal  Government  has  responsibility  for  studying 
family  life.  The  Social  Security  Administration  believes  that  Con- 
gress should  authorize  the  Federal  Security  Agency  to  engage  in 
research  relating  to  family  life  with  responsibility  for  analyzing  the 
factors  resulting  in  disruption  or  weakening  of  the  family  and  those 
tending  to  strengthen  the  family  as  a  social  institution.  The  Federal 
Security  Agency  should,  we  believe,  serve  as  a  clearing-house  of 
information  on  programs  and  research  relating  to  the  welfare  of  the 
family  and  should  stimulate  public  and  private  agencies  to  develop 
community  services  and  facilities  to  assist  families  to  cope  with  the 
problems  of  our  modern  times. 

Administrative  Organization 

The  Social  Security  Administration  is  of  the  opinion  that,  if  the 
Social  Secm-ity  Act  is  further  extended  to  provide  grants  for  general 
assistance,  medical  care,  and  welfare  services,  there  would  be  ad- 
vantage in  requiring  as  a  condition  of  plan  approval  that  all  of  the 
welfare  programs  for  which  a  State  gets  Federal  funds  under  the  Social 
Secm-ity  Act  be  administered  or  supervised  through  one  State  agency 
and  that  one  agency  or  branch  office  of  the  State  agency  be  responsible 
for  unified  administration  of  all  the  programs  in  the  locaUty. 

A  considerable  degree  of  administrative  integration  has  aheady  been 
achieved.  At  both  the  State  and  local  levels,  at  present,  one  agency 
is  responsible  for  the  three  special  types  of  pubhc  assistance  in  all 
but  nine  States.  In  44  States  m  1946,  the  most  recent  date  for  which 
such  information  is  available,  the  three  special  types  of  assistance 
were  administered  by  one  office  in  all  localities  of  the  State.  In  22 
of  these  States,  general  assistance  was  administered  in  conjunction 
with  the  three  categories  of  assistance  in  aU  local  offices. 

Unified  administration  or  supervision  of  comprehensive  State  wel- 
fare plans  and  unified  operation  of  such  plans  in  the  localities  are 
desirable,  the  Social  Security  Administration  believes,  to  assure 
coordination  of  services  and  to  promote  more  nearly  equitable  treat- 
ment for  all  the  people  in  the  State  who  seek  assistance  or  other  wel- 
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fare  service.  When  programs  are  unified,  moreover,  administration 
should  be  more  effective  and  economical. 

Of  nearly  3,000  local  offices  administering  one  or  more  categorical 
programs  in  1946,  substantially  more  than  half  had  fewer  than  five 
employees.  Only  about  one-fifth  of  the  offices  had  10  or  more  em- 
ployees. When  different  offices  in  a  community  administer  programs 
that  are  closely  related,  and  especially  when  the  offices  are  very  small, 
neither  optimum  service  nor  optimum  efficiency  is  likely  to  result. 

Although  the  Social  Security  Administration  advocates  unified 
administration  of  comprehensive  welfare  plans,  it  believes  that  the 
States — within  the  provisions  of  the  Federal  act — should  be  free  to 
determine  the  scope  of  their  programs  and  the  method  of  organization. 
If  grants-in-aid  for  general  assistance  become  available,  some  States 
may  wish  to  administer  a  single  assistance  program  with  need  the 
only  eligibility  condition.  On  the  other  hand,  some  States  may  prefer 
to  continue  the  present  categorical  programs  and  even  to  develop 
new  ones.  Categorical  distinctions  in  the  administration  of  assist- 
ance might  seem  less  important,  however,  if  there  were  more  nearly 
adequate  financing  of  assistance  for  all  needy  groups  in  the  population 
and  if  comprehensive  welfare  services  were  available  to  provide 
specialized  help  to  people  seeking  it. 

Extension  of  Federal  Aid  to  Puerto  Rico  and  the  Virgin  Islands 

Despite  the  fact  that  need  is  widespread  in  Puerto  Eico  and  the 
Virgin  Islands  and  that  the  fiscal  resources  of  the  islands  are  insuffi- 
cient to  enable  them  to  meet  more  than  a  fraction  of  the  need,  Federal 
funds  are  not  now  available  to  help  them  in  financing  programs  of 
old-age  assistance,  aid  to  dependent  children,  and  aid  to  the  blind. 
On  the  other  hand,  both  Puerto  Rico  and  the  Virgin  Islands  receive 
funds  under  the  Social  Security  Act  for  maternal  and  child  welfare 
and  both  receive  grants  for  public  health  services.  In  the  judgment 
of  the  Social  Security  Administration,  all  provisions  of  the  Social 
Security  Act  relating  to  public  welfare  should  be  extended  to  include 
Puerto  Rico  and  the  Virgin  Islands.  Both  have  enacted  legislation 
and  established  plans  of  operation  that  would  enable  them  to  qualify 
quickly  for  grants  if  the  assistance  titles  of  the  act  were  extended  to 
include  them. 


Children's  Bureau 

The  Children's  Bureau,  as  authorized  by  the  Congress  and  the 
Federal  Security  Administrator,  operates  under  two  directives.  The 
first,  to  investigate  and  report  "upon  aU  matters  pertaining  to  the 
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welfare  of  children  and  child  life  among  all  classes  of  our  people/' 
was  contained  in  the  1912  act  creating  the  Bureau.  The  second,  to' 
"extend  and  improve"  services  for  promoting  the  health  and  welfare 
of  children,  especially  in  rural  areas  and  in  areas  of  special  need,  was  : 
provided  in  the  Social  Security  Act.  Under  the  latter  act,  Congress 
makes  available  each  year  grants  of  money  for  State  health  and  welfare 
agencies.  The  Children's  Bureau  approves  State  plans  for  the  use 
of  this  money. 

Underlying  these  broad  responsibihties  are  sound  theories  of  a 
democratic  people. 

Parents  have  primary  responsibility  for  providing  the  daily  care 
and  opportunity  for  growth  that  every  child  should  have.  To  plan 
wisely,  they  must  know  what  children  require  for  growth  in  physical, 
emotional,  and  social  health.  For  this,  parents  must  have  facts  from 
skilled  and  objective  investigators  and  reporters,  and  guidance  from 
persons  especially  trained  in  child  development  and  child  health. 
They  must  have  at  hand,  ready  to  use  when  needed,  a  broad  range  of 
services  which  no  family,  rich  or  poor,  can  of  itself  supply.  For  this, 
they  must  have  help  from  other  people— their  neighbors,  their  com- 
munities, and  their  States.  Children  who  have  lost  their  parents,  or 
whose  parents  are  unable  to  fulfill  their  responsibilities,  have  always 
had  a  special  claim  for  help.  Communities,  States,  and  the  Federal 
Government  together  have  an  obligation  to  come  to  their  aid.  This 
obligation  is  recognized  in  law  and  demonstrated  in  practice. 

While  children  in  the  United  States  are,  in  many  ways,  much  more 
fortunate  than  the  children  of  other  lands,  there  remains  much  to  be 
done  to  assiue  to  all  our  children  opportunity  to  develop  their  capaci- 
ties and  powers  for  personal  fulfillment  and  social  usefulness. 

Helping  parents  and  citizens  generally  with  facts  about  children's 
needs  which  the  Children's  Bureau  gathers  from  its  investigations, 
advising  with  workers  and  agencies  serving  children,  and  administer- 
ing grants  to  State  and  local  health  and  welfare  services  are  the  three 
broad  fronts  on  which  the  Bureau  serves  the  children  of  the  Nation — 
not  only  the  handicapped  or  disadvantaged,  but  all  children.  The 
progress  it  can  make,  year  after  year,  must  be  measured  against  its 
resources  of  persons  and  money.  Its  maximum  staff  in  1948  was  277 
workers;  grants  to  States  at  its  disposal  were  $22  million;  funds  for 
investigating,  reporting,  advising,  and  administration  came  to  $1.4 
million. 

CHILDREN  IN  THE  UNITED  STATES 

The  United  States  is  richer  in  children  than  ever  before  in  its  history. 
Of  the  Nation's  144  million  citizens  in  1947,  45  miUion  were  under  18 
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years  of  age.     Their  number  was  9  percent  greater  than  in  1940  when 
the  last  census  was  taken. 

Grouped  by  ages,  there  were  in  1947  approximately: 

15,500,000 Under  5  years 

12,100,000 5  through  9  years 

10,700,000 10  through  14  years 

6,600,000 15  through  17  years 

More  Babies 

Nearly  4  million  babies  were  born  in  1947 — the  greatest  number  in 
any  year  of  this  country's  history.  The  birth  rate  likewise  was  the 
highest  since  national  records  have  been  available. 

From  1915,  the  first  year  of  national  record,  when  the  rate  was  25.0 
per  1,000  population,  the  birth  rate  went  down  almost  steadily  until 
1933,  when  the  rate  reached  16.6.  Since  then  there  has  been  a  fairly 
steady  upswing,  with  major  increases  in  the  years  following  World 
War  II.  The  rate  m  1945  was  19.6,  in  1946,  23.3,  and  in  1947,  25.9 
(provisional).  These  are  the  officially  reported  rates  which  do  not 
allow  for  underregistration  of  births. 

The  two  years  1946  and  1947,  alone,  yielded  a  total  of  2  milUon 
more  babies  than  would  have  been  born  had  the  national  birth  rate 
remained  at  the  low  point  of  1933. 

Thanks  to  this  increase  in  births  and  the  simultaneous  decrease  in 
infant  mortality  rates,  we  now  have  a  record  number  of  very  young 
children.  Against  the  11.4  miUion  children  in  1940  who  were  under 
5  years  of  age,  there  were  15.5  million  in  1947.  Children  5  through 
14  years,  who  numbered  22.8  milhon  in  1947,  will  have  increased  to 
some  27  million  in  1955. 

To  meet  the  health  and  welfare  needs  of  this  greatly  expanded 
population  of  young  children,  public  and  private  agencies  must  expand 
in  a  major  way  or  lose  ground.  Merely  to  mark  time  means  denying 
more  children  than  ever  the  benefits  of  services  they  require  for 
wholesome,  happy  development. 

Families  With  Children 

Most  children  fortunately  grow  up  in  a  normal  family  setting, 
with  both  parents.  In  1947,  about  39  million  children  under  18 
years — or  almost  9  in  every  10 — were  living  with  father  and  mother. 
Close  to  6  miUion  children  did  not  have  this  advantage.  Some  4 
million  were  living  in  homes  broken  by  the  death  of  a  parent  or  by 
divorce,  desertion,  or  separation — settings  which  often  mean  economic 
distress  and  emotional  disturbance  to  the  children.  The  parent 
present  in  85  percent  of  the  cases  was  the  mother.     Family  break-up 
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was  also  in  the  background  of  most  of  the  2  milHon  children  living  with 
neither  parent.  About  1 .6  million  were  in  the  homes  of  relatives,  and 
some  400,000  were  living  with  nonrelated  persons.  It  is  estimated 
that  more  than  100,000  babies  were  born  to  unmarried  mothers  in  1947 
and  that  about  one-half  of  these  mothers  were  under  20  years  of  age. 
While  most  children  live  in  families,  nearly  half  the  families  in  the 
United  States  have  no  children  under  18  years  of  age.  All  the  Nation's 
45  million  children  under  this  age  in  1947  were  in  20  million,  out  of  a 
total  of  39  million,  families.  Nineteen  percent  of  the  children  that 
year  were  in  8  million  families  having  one  child;  27  percent  were  in  6 
million  families  having  two  children;  and  54  percent  were  in  6  million 
families  having  three  or  more  children.  That  is,  more  than  half  the 
children  in  the  country  were  supported  by  fewer  than  one-sixth  of  all 
the  families. 

Family  Incomes 

Family  incomes  tend  to  bear  little  direct  relation  to  the  size  of  the 
family.  The  more  children  there  are,  the  lower  the  total  family 
income  is  likely  to  be.  In  1945,  56  percent  of  the  families  with  one 
child  under  18  and  the  same  percentage  with  two  children,  62  percent 
of  those  with  three  children,  and  72  percent  with  four  or  more  children 
had  annual  incomes  of  less  than  $3,000. 

One  gauge  of  the  adequacy  of  a  family  income  of  $3,000  is  the 
"city  workers  family  budget,"  developed  by  the  U.  S.  Bureau  of  Labor 
Statistics  and  priced  for  34  cities  in  1946  and  1947.  An  "average" 
of  those  budgets  shows  that  a  family  of  four — including  two  children 
under  15  in  school — needed  at  least  $2,750  in  1946  to  buy  the  most 
modest  kind  of  living.  At  least  10  million,  or  close  to  50  percent,  of 
all  city  children  in  1946  were  in  families  whose  incomes  failed  to 
reach  that  standard.  Of  all  city  children  living  below  this  tight 
budget,  almost  three-fifths  were  in  families  with  three  or  more  children. 

The  economic  situation  of  city  children  is  generally  superior  to  that 
of  rural  children.  One-fourth  of  the  Nation's  children  in  1946  lived 
on  farms,  where  12  percent  of  the  national  income  went. 

Wide  variations  in  the  financial  capacity  of  adults  to  support  both 
children  and  the  services  children  need  show  up  among  regional 
areas  and  States.  In  general,  regions  rich  in  children  are  poor  in 
income.  The  Southeast,  for  instance,  in  1940  had  the  greatest 
number  of  children  in  relation  to  adults  of  working  age:  57  children 
under  age  15  for  every  100  adults  20  to  64  years  old.  Its  1947  per 
capita  income,  $883,  was  the  lowest  for  all  regions.  At  the  other 
extreme,  the  Far  West  had  32  children  per  100  adults  of  working  age, 
and  a  per  capita  income  of  $1,559.     Changes  in  the  distribution  of  the 
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child  population  since  1940,  due  to  family  migration  and  varying 
increases  in  births,  may  modify  these  figures  somewhat.  They  are 
not  expected  to  invalidate  the  general  pattern:  the  greater  the  re- 
sponsibilities for  rearing  children,  the  smaller  the  income  there  is  to 
work  with. 

That  is  true  for  States  as  well  as  for  regions.  At  one  extreme  is 
Mississippi,  with  63  children  for  every  100  adults  aged  20  to  64  years 
and  a  1947  per  capita  income  of  $659.  At  the  other,  is  Nevada  with 
35  children  per  100  adults  and  a  per  capita  income  of  $1,842. 

These  wide  variations  are  significant  to  public  and  private  agencies 
serving  children.  A  high  per  capita  income  does  not  necessarily 
mean  that  a  State  is  providing  services  to  the  fullest  capacity;  but 
obviously,  the  lower  the  per  capita  income  the  less  able  a  State  is  to 
support  the  services  its  children  should  have.  Congress  has  wisely 
recognized  this  fact.  Federal  grants  for  child  health  and  child 
welfare  services  take  these  differences  into  account.  But  even  so, 
large  discrepancies  continue  in  the  number  and  quahty  of  private  and 
public  services  the  States  can  provide  for  children. 

Most  large  countries  in  recent  years  have  shown  an  increasing 
concern  in  the  disparity  between  numbers  of  children  and  family 
income.  Great  Britain,  Canada,  Australia,  and  Sweden,  among 
others,  are  attempting  through  family  allowances  to  ease  the  burden 
on  large  families  and  to  give  recognition  to  the  social  values  of  parent- 
hood. Careful  study  should  be  made  of  such  programs,  including 
consideration  of  their  value  and  cost  as  against  the  cost  and  value  of 
expanding  community  services  for  all  children. 

Family  Living 

Many  famihes  are  still  putting  down  roots  in  new  communities. 
Though  the  wartime  movement  of  families  from  place  to  place  has 
slowed  down  greatly  in  the  past  3  years,  one-fifth  of  the  persons  in  the 
civilian  population  in  1947  were  reported  to  be  living  in  a  different 
county  or  State  from  the  one  in  which  they  lived  in  1940. 

The  urgent  need  of  more  and  better  housing  continues  to  harass 
great  numbers  of  famihes.  According  to  1947  estimates,  2.4  milhon 
dwelling  units  throughout  the  country  had  more  than  1.5  occupants 
to  every  room.  Nearly  2.9  million  married  couples  lacked  separate 
homes  of  their  own;  most  of  them  were  living  with  other  families. 
Approximately  4.1  miUion  dwelling  units  needed  major  repairs;  9 
milUon  lacked  running  water;  4.5  niillion  were  without  electric  light- 
ing. Some  of  the  Nation's  worst  housing  is  to  be  found  in  rural  areas 
where  families  are  larger.  Proportionately  twice  as  much  farm  as 
nonfarm  housing  is  in  need  of  major  repairs;  farm  homes  without 
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Chart  13. — Mortality  rate  for  white  and  nonwhite  infants  in  each  State,  1945 
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running  water  are  6  times  more  frequent  than  homes  off  the  farm. 
Farm  homes  without  electricity  are  10  times  more  frequent.  Whole- 
some living  and  rewarding  family  relationships  for  children  come  hard 
under  the  housing  conditions  with  which  many  families  must  cope. 

Employment  of  mothers  continues  relatively  high.  Though  many 
have  withdrawn  from  the  labor  market  since  the  war,  16  out  of  every 
100  wives  in  normal  families  with  one  or  more  children  under  age  18 
were  at  work  in  1947.  The  percentage  in  1940  was  9.  Including 
employed  mothers  who  were  also  running  their  own  households, 
altogether  3.6  million  mothers  in  1947  had  jobs  away  from  home;  1.3 
million  of  them  had  children  imder  6  years  of  age. 

SteadUy  rising  costs  of  living  during  the  past  2  years,  plus  good 
employment  opportunities,  have  undoubtedly  exercised  a  double  pull 
on  many  mothers  to  take  a  "paying"  job.  Many,  including  mothers 
in  families  receiving  aid  to  dependent  children,  find  it  necessary  to 
work  if  their  children  are  to  have  even  a  minimum  subsistence  at 
current  high  prices.  Until  all  mothers  can  have  a  fair  choice  between 
staying  at  home  and  taking  a  job  outside,  many  children  will  suffer. 
This  fair  choice  will  be  assured  only  when  the  Nation  faces  up  to  the 
economic  costs  of  rearing  children  and  to  the  great  social  contributions 
mothers  make  in  their  care  of  children. 

Children  in  Minority  Groups 

Thirteen  out  of  every  100  children  under  20  years  of  age  in  the 
United  States  are  nonwhite — Negro,  Indian,  or  Oriental.  By  many 
tests,  they  are  at  a  serious  disadvantage.  At  birth  a  nonwhite  child, 
according  to  estimates  for  1945,  has  a  life  expectancy  9  years  shorter 
than  that  of  a  white  baby.  The  maternal  mortality  rate  among 
nonwhite  mothers  in  1945  was  over  2K  times  higher  than  among  white 
mothers.  Infant  mortality  was  about  IK  times  higher.  In  that  year, 
the  average  annual  income  of  nonwhite  families  was  only  about  half 
that  of  white  families— $1,538  as  compared  with  $2,718.  Negro 
children,  who  make  up  95  percent  of  all  nonwhite  children,  live  pre- 
dominantly in  localities  which  are  below  the  national  average  in 
schools,  recreation  facilities,  and  child  health  and  welfare  services, 
and  which  have  social  and  legal  barriers  separating  white  from  Negro 
children. 

DEVELOPMENTS  IN  MATERNAL  AND  CHILD  HEALTH 

Childbearing  and  Infancy 

Year  by  year,  the  country  is  making  dramatic  strides  in  saving  the 
lives  of  mothers  in  childbearing  and  of  infants. 

Maternal  mortahty  dropped  from  21  deaths  for  every  10,000  hve 
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births  in  1945  to  16  in  1946.  In  1915 — the  first  year  when  an  attempt 
was  made  to  keep  a  national  record  of  maternal  and  infant  mortality — 
the  rate  was  61.  Not  only  the  rate  but  also  the  number  of  maternal 
deaths  was  reduced  in  1946 — despite  the  increase  in  number  of  births. 
Deaths  m  1945  were  5,668;  in  1946,  5,153.  The  infant  mortality 
rate  fell  from  38  for  every  1,000  live  births  in  1945  to  35  in  1946 
(adjusted  rate).  In  1915  this  rate  was  100.  Deaths  increased  from 
104,684  in  1945  to  111,063  in  1946,  but  births  also  went  up  more 
than  half  a  million. 

Despite  these  relative  gains,  many  mothers  and  babies  still  die 
needlessly.  Records  of  individual  States  show  how  many  more  hves 
might  be  saved.  In  maternal  mortality,  Connecticut  and  Minnesota 
had  the  lowest  rate  in  1946 — 9  deaths  for  every  10,000  live  births. 
At  the  other  extreme  were  Florida,  with  30  deaths,  and  Mississippi, 
with  31.  If  all  the  States  had  had  as  good  a  record  as  Connecticut's 
and  Minnesota's,  2,100  fewer  mothers  would  have  died  in  1946.  i 
In  infant  mortahty,  Utah  had  the  lowest  rate  in  1946,  with  27  deaths  1 
for  every  1,000  live  births.  New  Mexico's  rate  was  almost  three 
times  as  high,  78.  Again,  if  all  the  States  had  matched  Utah's 
record,  close  to  22,000  infant  lives  could  have  been  saved. 

Maternal  Care 

The  continued  reduction  in  maternal  and  infant  mortality  in 
recent  years  reflects  advances  both  in  medical  knowledge  and  in  the 
development  of  pubHc  and  private  services  that  make  that  knowledge 
more  widely  available. 

Today  there  is  less  risk  of  maternal  death  from  infection,  thanks 
to  the  development  of  new  drugs.  Wider  knowledge  of  the  value  of 
transfusions  for  early  treatment  of  hemorrhage  and  shock  is  saving 
many  lives.  Fewer  operative  deliveries  are  now  considered  necessary 
for  mothers  with  diabetes,  tuberculosis,  heart  disease,  and  toxemia. 
Discovery  and  study  of  the  Rh  blood  groups  are  saving  many  babies' 
lives.  Newer  methods  of  anesthesia  are  contributing  to  the  better 
health  of  mothers  and  babies.  The  proportion  of  women  who  seek 
medical  care  early  in  pregnancy  has  increased  as  a  result  of  educa- 
tional programs  and  the  provision  of  such  care  in  prenatal  clinics. 

The  very  progress  that  has  been  made  in  maternity  care  has  created 
new  problems.  One  is  the  rapid  increase  in  the  proportion  of  deliveries 
taking  place  in  hospitals.  In  1946,  82  percent  of  all  births  were  in 
hospitals;  in  1935,  it  was  37  percent.  No  similar  increase  has  occurred 
in  hospital  beds.  Mothers,  in  some  places,  are  sent  home  as  early  as 
the  third  day  after  their  babies  are  born — too  often  without  regard  to 
home  conditions  or  to  lack  of  household  help  or  nursing  care.     New 
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Chart  14.— Infant  mortality  rate  in  urban  and  rural  areas  in  each  State,  1945 
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hospital  construction,  when  it  comes,  will  help  to  relieve  this  situa- 
tion; but  there  is  need  for  study  of  other  solutions  to  this  problem. 

Hemorrhage  continues  to  be  one  of  the  three  leading  causes  of  death 
in  connection  with  maternity;  it  accounted  for  30  percent  of  all 
maternal  deaths  in  1945.  Man*y  deaths  from  hemorrhage  of  hospital- 
ized maternity  patients  must  be  ascribed  to  the  lack  of  blood  trans- 
fusion services  in  some  hospitals.  Every  hospital  maternity  service 
should  be  ready  to  give  transfusions  in  emergencies.  The  greatest 
boon  in  the  direction  of  equipping  hospitals  to  give  proper  care  for 
bleeding  is  the  blood  bank  system,  developed  during  the  war  and 
carried  along  since  by  hospitals,  health  departments,  and  chapters  of 
the  American  Red  Cross.  The  Children's  Bureau  has  attempted  to 
foster  standards  for  blood  banks— including  typing  procedures— for 
all  maternity  hospitals. 

Attention  now  tends  to  be  focused  increasingly  on  promoting  the 
health  and  well-being  of  mother  and  infant,  as  well  as  on  preventing 
maternal  deaths.  This  attention  is  reflected  in  the  newer  concepts  of 
good  maternity  care;  at  the  same  time  it  reveals  new  areas  that  call 
for  study. 

Studies  in  England,  Canada,  and  the  United  States  suggest  a  close 
tie  between  adequate  diet  during  pregnancy  and  the  health  of  the 
mother  and  baby.  Advice  on  diet  is  therefore  receiving  increasing 
emphasis  in  the  health  supervision  of  the  maternity  patient.  Further 
study  is  needed  of  the  amounts  and  kinds  of  nutrients  the  mother 
should  have  during  pregnancy. 

Some  progress  is  being  made  in  helping  parents  understand  the 
processes  of  growth  and  adopt  a  more  flexible  attitude  toward  their 
infants.  Certain  experimental  procedures  are  fostering  a  better  under- 
standing between  the  mother  and  her  child.  Mothers  are  being  pre- 
pared for  parenthood  both  by  instruction  on  the  emotional  growth  of 
the  infant  and  by  help  with  their  own  emotional  problems.  A  very  few 
hospitals  keep  the  baby  with  the  mother  so  that  she  may  gain  more 
intimate  knowledge  of  his  needs  while  still  in  the  hospital  and  under 
medical  supervision.  It  is  also  hoped  that  this  will  make  breast  feeding 
easier  and  encourage  feeding  the  infant  on  an  Individ uahzed  schedule, 
rather  than  at  arbitrary  periods.  There  is  medical  evidence  that  such 
a  schedule,  followed  throughout  the  early  life  of  the  child,  reduces  the 
feeding  problems  that  have  plagued  not  only  many  mothers  but  many 
physicians,  and  that  the  same  tolerant  attitudes  that  make  feeding 
easier  can  also  eliminate  pronounced  difficulties  of  toilet  training  and 
weaning. 

This  new  knowledge  of  child  growth  places  a  considerable  burden  on 
all  who  are  caring  for  children  in  any  capacity.  They  must  under- 
stand more  fully  the  fundamental  drives  of  children,  present  in  all 
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cultures  and  economic  levels,  so  that  they  can  help  children  adjust  to 
the  complex  and  frequently  conflictiug  rules  of  social  order. 

Care  for  Premature  Infants 

While  the  death  rate  of  infants  after  the  first  month  has  been  re- 
duced, there  has  been  less  success  in  cutting  down  the  deaths  of  younger 
infants.  Prematurity  is  now  the  greatest  single  cause  of  death  of  in- 
fants, accounting  in  1946  for  49  out  of  every  100  babies  who  died  in 
their  first  month. 

More  research  needs  to  be  done  into  the  causes  of  premature  birth. 
Nutrition  during  the  prenatal  period  is  being  studied  for  its  possible 
relationship.  Another  approach  to  the  problem  is  better  care  for  the 
infant.  Federal  grants  are  currently  helping  certain  State  health  de- 
partments to  develop  centers  in  selected  hospitals  for  the  care  of  pre- 
mature babies.  These  hospitals  have  special  equipment  such  as  incu- 
bators, specially  trained  nursing  care  throughout  the  24  hours,  and 
supervision  by  qualified  physicians.  Infants  born  prematurely  in 
neighboring  territory  can  be  rushed  to  these  centers  by  special  car. 
These  centers  not  only  ensure  maximum  care  for  the  undersized  and 
underdeveloped  babies,  but  also  give  professional  personnel  an  oppor- 
tunity to  study  improved  methods  of  care.  In  1948,  one  or  more 
centers  were  operating  in  a  number  of  States. 

Child  Care 

Less  dramatic  but  still  significant  gains  continue  to  be  made  in 
reducing  the  mortahty  rate  of  children  over  one  year  of  age.  The 
mortality  rate  for  preschool  children  aged  1  to  4  was  cut  from  2.9  per 
1,000  in  1940  to  1.8  in  1946;  for  children  5  through  14,  from  1.0  to  0.8. 

Accidents  are  the  chief  cause  of  death  for  both  age  groups.  Al- 
though many  should  be  preventable,  little  progress  has  been  made  in 
developing  effective  techniques  of  accident  prevention.  Since  the 
largest  number  of  accidents  take  place  in  the  home,  funds  and  efforts 
must  be  devoted  to  research  on  how  such  home  accidents  can  be 
prevented. 

Among  diseases,  pneumonia  and  influenza  for  long  have  been  the 
most  important  causes  of  deaths  of  preschool  children.  They  caused 
more  than  3,000  deaths  in  1946.  Commendable  strides  have  been 
made  in  reducing  the  common  communicable  diseases  of  childhood — 
measles,  mumps,  diphtheria,  and  whooping  cough— but  children  still 
die  from  them  needlessly. 

Rheumatic  fever  and  heart  disease,  together,  rank  first  among  the 
diseases  causing  deaths  among  children  5  to  14  years  of  age  and 
lasting  disabihty  for  many  more.     Physicians  are  still  in  ignorance 
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both  of  the  cause  and  the  cure  of  this  disease.  It  is  generally  believed^ , 
however,  that  serious  aftereffects  and  the  chance  of  recurrence  can  be' 
reduced  when  children  are  given  special  care  under  well-organized'l 
special  programs.  In  1948,  rheumatic  fever  programs  were  operating : 
in  25  States,  under  the  direction  of  State  agencies  and  with  the  help  > 
of  Federal  funds;  three  States  started  new  programs  during  the  year. 
These  programs  in  most  States  cover  only  a  small  area  and  can  care  for 
only  a  limited  number  of  children  suffering  from  this  disease. 

Care  for  the  Handicapped 

The  Children's  Bureau  estimates  that  some  35,000  children  have 
diabetes,  175,000  have  tuberculosis,  and  200,000  have  epilepsy; 
500,000  have  defects  requiring  orthopedic  or  plastic  treatment,  in- 
cluding from  100,000  to  160,000  children  with  cerebral  palsy;  and 
500,000  have  or  have  had  rheumatic  fever.  One  million  children  have 
poor  hearing  or  are  deaf;  4  million  have  poor  eyesight  or  are  blind; 
20  million  have  dental  defects. 

How  many  of  these  children  are  getting  care  is  not  known.  Prob- 
ably most  receive  some  medical  attention  during  the  acute  stages  of 
their  illness,  but  this  is  only  one  phase  of  the  treatment  they  require. 
Specialists  needed  to  supervise  continuing  care  over  long  periods  of 
time  or  of  a  highly  specialized  character  are,  for  the  most  part,  con- 
centrated in  large  cities.  The  expenses  of  such  care  are  prohibitive 
to  great  numbers  of  families.  Services  for  crippled  children,  described 
on  page  219,  provide  care  for  some  of  these  children,  but  many  who 
need  care  are  not  being  reached. 

Psychological  and  social  implications  in  treating  handicapping 
conditions  of  children  are  getting  increasing  attention,  partly  because 
of  experience  with  rehabilitation  programs  for  disabled  veterans. 
For  one  thing,  it  is  more  generally  accepted  now  that  the  readjustment 
process  should  start  earlier  than  was  formerly  thought  to  be  the  case. 
The  early  period  of  hospitalization,  when  the  child's  understanding  of 
his  illness  affects  his  response  to  treatment,  should  be  used  construc- 
tively for  his  growth  and  development.  Education,  for  instance,  has 
its  place  even  during  acute  illnesses.  More  hospital  physicians  and 
superintendents  are  attempting  to  modify  the  daily  routine  of  hospitals 
to  allow  for  this  type  of  care.  Kecreation  for  the  hospitalized  child 
is  also  gaining  greater  attention,  to  help  him  to  a  more  healthy  atti- 
tude toward  himself  and  other  children.  Attempts  are  being  made  to 
help  aU  who  work  with  sick  children  bring  to  their  work  a  better 
understanding  of  the  psychological  needs  of  children. 

One  of  the  most  significant  illustrations  of  new  attitudes  toward 
treatment  of  the  handicapped  child  is  the  increase  in  interest  in  the 
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problem  of  cerebral  palsy.  In  all  parts  of  this  and  other  countries, 
movements  are  under  way  to  provide  special  care  for  cerebral  palsied 
children.  For  many  years,  these  so-called  "spastic"  children  were 
neglected.  It  was  thought  nothing  could  be  done  to  improve  their 
condition.  Now,  with  the  newer  concepts  in  physical  therapy  and 
neuromuscular  education  of  the  body,  and  with  better  techniques  for 
appraising  the  intelligence  of  the  child  who  may  have  difficulty  in 
hearing  and  communicating,  new  effort  is  being  put  forth  to  bring 
relief  to  such  children.  Physicians,  medical  social  workers,  nurses, 
teachers  of  exceptional  children,  physical  therapists,  and  others  are 
each  contributing  from  his  or  her  own  special  field.  Associations  of 
parents  of  cerebral  palsied  children  have  been  formed,  here  and  there, 
over  the  country.  The  legislature  of  California  in  1947  appropriated 
a  sizable  fund  to  support  a  program  for  the  education  and  rehabilita- 
tion of  such  children. 

A  great  deal  remains  to  be  learned  about  the  treatment  of  this  and 
many  other  crippling  conditions,  and  many  additional  workers  are 
needed  to  apply  what  is  already  known.  The  Children's  Bureau  has 
been  working  on  a  comprehensive  national  plan  for  developing  training 
centers  for  workers  dealing  with  such  conditions  as  cerebral  palsy, 
rheumatic  fever,  cleft  palate,  and  others.  These  centers  are  being 
developed  jointly  with  State  health  departments,  boards  of  education, 
universities,  and  child  welfare  agencies  to  secure  the  broadest  possible 
range  of  skills. 

Another  handicapping  condition  of  children  in  which  great  pubhc 
and  professional  interest  was  expressed  in  1948  is  dental  decay. 
Research  studies  indicate  that  very  inexpensive  apphcations  of  fluo- 
rides to  the  surface  of  the  teeth,  tln-ee  or  four  times  during  childhood 
years,  may  effectively  reduce  decay  and  enable  relatively  more 
children  to  grow  to  adulthood  with  a  full  set  of  teeth.  During  1948, 
Congress  appropriated  $1  milhon  to  the  Public  Health  Service  for 
demonstration  of  such  topical  apphcation.  The  Children's  Bureau 
has  collaborated  with  the  Public  Health  Service  in  planning  for 
those  demonstrations. 

Care  for  the  School-Age  Child 

In  1947  there  were  more  than  29  milhon  children  aged  5  to  18  in 
the  United  States.  Every  one  of  these  children  needs  certain  basic 
health  services:  comprehensive  medical  and  dental  examinations  at 
periodic  intervals,  with  special  consultation  and  diagnostic  service 
as  needed;  immunizations  against  contagious  diseases;  continuous 
observation  by  parents,  teachers,  nurses,  and  others  to  detect  early 
deviations  from  the  child's  usual  physical,  nutritional,  or  emotional 
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well-being;  tests  of  hearing  and  vision  at  regular  intervals;  and  treat- 
ment of  all  physical  and  mental  defects,  particularly  those  likely  to 
interfere  with  the  child's  normal  growth  and  educational  progress. 

A  count  of  States  requiring  the  physical  examination  or  inspection 
of  school  children,  made  by  the  Children's  Bureau  in  1942,  showed 
33  with  such  laws.  Some  required  physical  examinations  annually; 
some  every  3  or  4  years;  some  did  not  specify  the  frequency.  In 
actual  practice,  the  quality  of  the  examinations  given  varied  greatly. 
Some  were  given  by  teachers,  principals,  or  school  nurses.  Even 
when  a  physician  gave  the  examination,  it  was  often  cursory,  since 
he  had  to  see  dozens  of  children  in  a  few  hours.  From  the  point  of 
view  of  diagnosis,  little  can  be  learned  from  this  type  of  health  exami- 
nation. 

One  of  the  major  health  needs  of  school-age  children  is  better 
health  examinations  for  more  children.  On  the  basis  of  such  exami- 
nations, more  effective  planning  of  health  services  can  be  done. 
But  examinations  have  a  limited  value  unless  they  are  closely  related 
to  follow-up  services.  Too  often  no  remedial  action  is  taken  after 
school  health  examinations  show  up  handicapping  conditions.  One 
State,  for  example,  which  keeps  records  of  corrections  between 
examination  periods,  reported  to  the  Children's  Bureau  in  1945 
that  of  the  36,666  children  found  to  have  visual  defects  in  one  exami- 
nation only  7,452  had  had  corrections  by  the  time  of  the  next  exami- 
nation. Of  the  8,555  children  with  speech  defects  in  the  first  examina- 
tion, only  510  had  received  treatment  when  the  next  test  was  made. 

With  all  the  will  in  the  world  to  provide  well  for  their  children, 
many  parents  cannot  afford  the  kind  of  health  and  medical  care  needed 
to  correct  or  relieve  handicapping  conditions  in  their  children.  Public 
consideration  of  the  responsibilities  of  local.  State,  and  Federal 
Governments  in  ensuring  a  complete  range  of  health  services  for 
school-age  children  is  urgently  needed.  These  services  must  take  into 
account  the  physical,  mental,  and  emotional  health  needs  of  such 
children. 

Academy  Study 

Until  the  American  Academy  of  Pediatrics  initiated  its  survey  of 
child  health  services  in  1946,  no  Nation-wide  study  had  ever  been 
made  of  the  amount  of  medical  care  children  were  receiving  both 
from  private  and  public  sources.  Although  the  final  reports  of  this 
history-making  study  have  not  yet  been  released,  preliminary  results 
provide  some  valuable  observations  on  the  status  of  health  services 
and  facilities  for  the  children  of  this  country. 

Undertaken  cooperatively  by  the  Academy  of  Pediatrics,  the 
Public  Health  Service,  and  the  Children's  Bureau,  the  survey  has 
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not  only  resulted  in  new  basic  data.  It  also  has  brought  about  an 
increased  understanding  of  the  mutual  problems  and  responsibilities 
of  public  and  private  health  workers. 

The  study  gives  a  quantitiative  measure  of  the  deficiency  in  health 
services  for  children.  It  was  found,  for  example,  that  the  children 
in  one  State  receive  almost  three  times  as  much  medical  care  as  the 
children  in  another  State.  The  health  handicaps  of  the  rural  child, 
as  against  those  of  the  child  living  in  or  near  cities,  can  now  be  measured 
in  numbers  of  physicians,  dentists,  community  health  services,  and 
hospital  beds  available  when  needed.  Differences  in  health  resources 
for  Negro  and  white  children  can  now  be  documented.  In  Alabama, 
three  times  as  many  white  as  Negro  children,  in  relation  to  their 
numbers,  are  cared  for  in  hospitals  in  a  year. 

Much  of  the  health  care  of  children  in  the  United  States,  it  is  well 
known,  is  carried  on  by  the  general  practitioner.  Now  there  is  a 
measure  of  this  care.  Out  of  100  child  visits,  75  are  by  general  practi- 
tioners, 12  by  pediatricians,  and  13  by  other  specialists.  More  than 
had  been  realized,  general  practitioners  are  giving  preventive  serv- 
ices as  well  as  treatment  in  illness.  One  out  of  four  visits  by  children 
to  general  practitioners  is  for  well-child  care. 

Where  private  care  is  meager,  community  health  services,  too,  are 
underdeveloped.  Deficiencies  are  especially  marked  in  school  health 
services.  Of  the  3,000  counties  in  the  United  States,  1,543  have  no 
public  elementary  school  in  which  a  physician  gives  a  health  examina- 
tion.    Five  milhon  children  5  to  14  years  of  age  live  in  these  counties. 

Good  care  and  low  mortality  among  infants  and  older  children 
follow  closely  income  differences  between  the  States.  Both  are  best 
in  the  States  with  the  highest  incomes.  Here  is  evidence  again  of  the 
need  for  measures  to  help  the  States  to  assure  children  everywhere 
equal  opportunities  to  acquire  and  retain  good  health. 

Services  to  Hospitals 

New  trends,  important  in  the  care  of  mothers  and  children,  have 
developed  as  States  have  taken  advantage  of  their  opportunities  for 
planning  under  the  Hill-Burton  Hospital  Survey  and  Construction 
Act  of  1946.  States  are  coming  to  see  the  importance  of  eliminating 
unnecessary  multiplicity  of  institutions ;  of  relating  size  of  institution 
to  the  population  to  be  served;  of  developing  teaching  centers  in  the 
large,  central  hospitals,  with  radiating  and  peripheral  rural  hospitals; 
of  rotating  internes,  residents,  and  nm-ses  from  teaching  centers  to  the 
smaller  outlying  hospitals ;  of  making  laboratory  service  available  from 
central  hospitals  to  smaller  ones;  of  developing  increased  convalescent 
care  facihties  as  part  of  hospitals,  rather  than  separate  entities;  of 
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increasing  social  service,  occupational  therapy,  and  recreation  for  in- 
patients and  other  allied  services  for  institutional  care;  and  of  building 
up  closer  relationships  between  hospitals  and  public  health  programs. 

These  developments,  once  they  become  concrete  in  operating  pro- 
grams, can  mean  better  obstetric  and  pediatric  consultation  for 
mothers  and  children.  Children  in  backward  areas  should  have 
hospital  services  which  are  now  denied  them.  Specialized  care  for 
handicapped  children  in  institutions,  especially  those  with  cerebral 
palsy,  orthopedic  defects,  and  rheumatic  fever,  should  be  easier  to 
plan  and  provide. 

The  principle  that  public  agencies  obtaining  hospital  services  for 
patients  should  pay  the  cost  of  rendering  those  services  is  now  generally 
accepted  by  hospitals.  Groundwork  for  this  principle  was  laid  under 
the  crippled  children's  program,  in  the  uniform  formula  for  computing 
costs  on  a  per-patient  day  basis  which  the  Children's  Bureau  developed 
with  the  advice  of  hospital  administrators.  Increasingly  since  1942, 
hospitals  furnishing  care  to  children  under  this  program  have  been 
reimbursed  on  such  a  basis.  Under  the  emergency  maternity  and 
infant  care  program,  which  started  in  March  1943,  nearly  90  percent] 
of  the  hospitals  of  the  country  accepted  "EMIC"  patients  on  this  basis. 
The  size  of  that  program  alerted  many  hospitals  to  the  need  to  be  reim- 
bursed at  cost  for  all  patients  receiving  public  care.  Some  State! 
hospital  associations  have  gone  on  record  in  favor  of  requiring  full] 
payment  of  cost  by  all  public  and  private  agencies.  The  American! 
Hospital  Association  has  recommended  to  its  members  that  they  use 
the  uniform  formula  for  computing  cost  in  making  charges  to  such 
agencies.  States  cooperating  in  the  Federal-State  vocational  rehabili- 
tation program  adopted  the  uniform  formula  when  starting  their 
physical  restoration  services.  More  recently,  the  Veterans  Adminis- 
tration and  the  National  Foundation  for  Infantile  Paralysis  have  put 
it  to  use. 

Mounting  deficits  in  the  postwar  years  have  undoubtedly  added  to 
the  determination  of  hospitals  to  be  reimbursed  for  their  services  by 
pubhc  and  private  agencies.  A  study  of  costs  in  nonprofit,  govern- 
mental, and  proprietary  hospitals,  made  by  the  Bureau  during  the 
past  year  from  cost  statements  furnished  by  hospitals  to  State  agencies, 
showed  that  the  average  cost  per  in-patient  day  in  1,200  hospitals  in 
1946  was  approximately  $9.  This  figure  has  probably  increased 
since  then. 

DEVELOPMENTS  IN  CHILD  WELFARE  SERVICES 

The  American  ideal  of  a  secure,  healthy,  and  invigorating  family 
life  for  every  child,  from  birth  and  throughout  his  growing  years,  is 
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not  always  achieved.  Some  families  may  lack  an  income  that  will 
buy  even  a  minimum  subsistence.  Some  parents — themselves  im- 
mature or  crippled  emotionally  or  physically — do  not  know  how  to 
make  a  good  life  for  their  children.  Parents  die  or  separate,  and 
new  provisions  must  be  made  for  their  children. 

To  build  a  wholesome  family  hfe,  all  parents  need  resources  outside 
themselves.  Good  schools,  libraries,  and  churches,  good  playgrounds 
and  recreation  facilities,  good  hospitals,  clinics,  and  health  services 
are  only  a  few  of  the  community  tools  they  must  have  for  their 
children.     Parents  living  in  poor  communities  often  lack  these  tools. 

Traditionally,  when  parents  or  communities  have  failed  their 
children,  or  when  children  themselves  have  presented  special  emotional 
or  social  problems,  neighbors  have  stepped  in.  But  often  not  even 
good  neighbors  are  able  to  give  the  help  that  is  needed.  That  is  why 
social  agencies,  public  and  private,  have  developed.  The  help  they 
bring  may  be  financial.  It  may  be  something  much  more  intangible, 
but  none  the  less  potent:  the  skill,  understanding,  and  imagination 
that  come  from  special  training  and  intensive  experience  in  meeting 
the  problems  of  children. 

From  the  early  days  of  our  country,  a  great  many  individuals  and 
private  organizations  have  cared  for  dependent,  neglected,  and  de- 
linquent children.  Over  the  years,  however,  government — local. 
State,  and  Federal — has  taken  an  increasing  responsibility  for  such 
children.  With  the  passage  of  the  Social  Security  Act  in  1935,  the 
Federal  Government's  responsibility  for  helping  States  and  commu- 
nities in  "establishing,  extending,  and  strengthening"  their  child 
welfare  services  was  clearly  recognized. 

Public  welfare  services  cover  a  broad  range  of  functions:  to 
strengthen  family  life;  to  prevent  serious  problems  that  may  have  a 
lasting  effect  on  a  child ;  to  protect  and  care  for  children  whose  well- 
being  is  in  serious  jeopardy  or  whose  parents  are  unable  to  give  them 
adequate  care.  These  functions  are  administered  as  part  of  the 
programs  of  public  welfare  agencies  that  also  have  the  responsibility 
for  giving  financial  assistance  to  needy  families.  However,  two- 
thirds  of  all  the  children  receiving  help  from  State  and  local  child 
welfare  services  in  1947  were  in  homes  in  which  no  person  was  receiving 
public  assistance. 

Before  the  child  welfare  program  of  the  Social  Security  Act  got 
under  way,  only  about  half  the  States  had  a  child  welfare  division 
within  their  public  welfare  departments.  Many  States  had  no  depart- 
ment of  welfare  except  a  relief  organization.  Today  all  States, 
Territories,  and  the  District  of  Columbia  have  well-established 
departments  with  child  welfare  functions. 

The  report  that  follows  on  child  welfare  services  necessarily  must 
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concern  itself  with  developments  in  public  services.  No  over-all 
picture  is  available  of  the  valuable  services  that  private  organizations 
and  agencies  are  giving  to  better  conditions  for  children.  One  of 
the  great  lacks  in  the  social  welfare  field  is  an  annual  stock-taking  of 
the  services  of  all  such  groups.  The  Children's  Bureau,  aware  of 
this  lack,  laid  the  groundwork  in  1948  for  a  new  system  of  reporting 
which  will  provide  an  unduplicated  count  of  all  children  served  by 
all  public  and  private  agencies  and  institutions  within  a  State.  All 
States  will  be  asked  to  report  data  for  the  calendar  year  1949. 

Services  to  Children  in  Their  Own  Homes 

Historically,  child  welfare  services  grew  out  of  the  child's  need  for 
care  after  some  family  or  personal  calamity  had  happened.  Now, 
child  welfare  services  are  more  and  more  reaching  out  to  families 
before  their  problems  become  acute.  Missouri,  for  example,  reported 
an  increase  in  1947  of  52  percent  in  the  number  of  children  served  in 
their  own  or  relatives'  homes.  New  Mexico  reported  a  27-percent 
increase.  Some  40  percent  of  all  the  children  served  by  State  and 
local  child  welfare  workers  during  1947  were  hving  with  parents  or 
relatives. 

Homemaker  service,  as  a  method  of  preventing  the  break-up  of 
families  and  ensuring  good  care  to  children  when  the  mother  is  ill, 
is  getting  more  attention  in  the  States.  Private  agencies  in  some  of 
the  larger  cities  have  provided  such  service  for  many  years.  Other 
agencies,  in  increasing  numbers,  are  initiating  programs.  Projects  in 
rural  areas  received  help  from  Federal  funds  for  child  welfare  services. 

Services  to  Unmarried  Mothers  and  Their  Infants 

An  increasing  number  of  States  and  communities  during  1947  and 
1948  examined  their  services  and  facilities  for  unmarried  mothers  and 
their  babies.  In  at  least  16  cities,  private  and  public  agencies  have 
joined  together  in  communities  under  councils  of  social  agencies  to 
strengthen  their  services.  A  few  States  are  now  using  child  welfare 
funds  to  employ  trained  case  workers  for  service  to  the  unmarried 
mother.  Services  and  facihties  for  unmarried  mothers  and  their 
babies  in  minority  groups,  however,  particularly  for  Negroes,  are  still 
very  inadequate. 

Confidential  Birth  Records 

During  the  year  the  Bureau  worked  with  the  National  Office  of  Vital 
Statistics  on  the  problem  of  better  procedures  for  birth  registration  of 
children  born  out  of  wedlock,  children  of  unknown  parentage,  and 
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those  who  are  adopted.  A  proposed  agreement  on  standards  of  birth 
registration  practices  was  presented  for  approval  to  the  American 
Association  of  Registration  Executives  and  then  sent  for  comment  to 
all  State  registrars  ot  vital  statistics. 

One  of  the  methods  of  protecting  the  confidential  nature  of  birth 
registration  data  already  adopted  by  a  number  of  States  is  the  "birth 
card,"  which  gives  only  the  name,  date,  place  of  birth,  and  the  birth 
certificate  number.  For  most  practical  purposes,  this  is  all  that  an 
individual  needs  to  establish  his  identity  and  age.  Sixteen  States  do 
not  require  illegitimacy  to  be  reported  on  bhth  certificates.  Other 
States  require  illegitimacy  to  be  reported  but  place  the  item  on  a  sup- 
plemeatary  part  of  the  certificate,  where  it  will  not  be  reproduced. 

Reporting  illegitimate  births,  many  believe,  is  a  practical  way  of 
getting  information  useful  in  planning  health  and  welfare  services 
needed  by  some  unmarried  mothers  and  their  children,  and  for  ensur- 
ing that  these  services  are  provided  in  a  manner  that  will  not  prejudice 
the  situation  of  the  mother.  At  the  same  time,  it  is  recognized  that 
great  care  must  be  taken  to  see  that  such  information  cannot  be  used 
to  the  detriment  of  the  individual. 

Services  to  Children  Outside  Their  Own  Homes 

Many  children  coming  to  the  attention  of  pubhc  child  welfare 
agencies  cannot  be  cared  for  in  their  own  homes.  For  some,  temporary 
or  permanent  foster  homes  must  be  found.  Some  must  be  cared  for 
in  institutions.  Others  need  day  care  services.  Finding  the  best 
possible  individual  or  group  care  for  a  child  requires  a  high  degree  of 
skill  and  experience,  both  to  repair  any  damage  that  may  have  been 
done  to  the  child  and  to  assure  the  greatest  possible  opportunity  for 
his  future  growth  and  development. 

For  a  long  time,  social  workers  have  held  that  most  children  who 
cannot  be  cared  for  in  theu-  own  homes  thrive  better  in  a  foster-family 
home  than  in  an  institution.  Over  the  years  there  has  been  a  fairly 
steady  shrinkage  in  the  proportion  of  children  placed  in  institutions, 
with  a  corresponding  mcrease  in  the  proportion  cared  for  either  m 
their  own  homes  or  in  foster  homes.  Emphasis  is  shifting  to  the  use 
of  institutions  for  speciaHzed  types  of  group  care  and  service.  Both 
foster-family  and  institutional  care,  however,  should  be  available  to 
meet  the  various  needs  of  children  in  the  community. 

Through  their  programs  for  hcensing  mstitutions,  child  placing 
agencies,  day  care  centers,  and  foster  homes,  many  State  pubhc  wel- 
fare departments  are  moving  toward  better  standards  of  care  for 
children.  During  the  past  year,  several  States  have  been  revising 
standards  for  licensing.     Recently  adopted  standards  are  recognizing 
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the  importance  of  the  emotional  and  social,  as  well  as  physical,  needs 
of  children.  With  the  expansion  of  public  health  services,  institutions 
and  agencies  are  making  increasing  use  of  medical,  nursing,  and  nutri- 
tion consultants.  During  1948,  several  State  public  welfare  depart- 
ments developed  closer  working  relationships  with  State  health 
departments. 

These  and  other  developments  indicate  the  increasing  importance 
of  State  public  welfare  leadership  in  the  development  and  maintenance 
of  legal  and  administrative  standards  for  agencies  and  individuals 
providing  care  to  children  outside  their  own  homes. 

Two  serious  problems  facing  many  agencies  throughout  the  year 
in  providing  foster-family  care  were  the  mounting  cost  of  living  and 
the  housing  shortage.  As  costs  rose,  foster  families  naturally  required 
more  money  to  support  the  children  for  whom  they  were  caring. 
To  keep  pace  with  these  demands,  many  agencies  had  to  request 
increased  funds.  For  some  agencies,  the  only  solution  was  to  reduce 
the  number  of  children  for  whom  they  assumed  responsibility.  The 
housing  shortage  had  a  double  impact  on  foster-home  programs.  It 
not  only  contributed  to  family  breakdown,  and  so  increased  requests 
for  foster  care;  it  also  made  finding  foster  homes  extremely  difl&cult 
in  many  areas. 

Study  and  treatment  homes. — Some  children  cannot,  because  of 
emotional  and  psychological  difficulties,  develop  warm  relationships 
with  foster  parents.  There  is  also  the  withdrawn  child,  the  child 
with  symptoms  so  disruptive  that  the  normal  family  home  cannot 
tolerate  his  behavior,  the  one  whose  own  home  situation  is  so  highly 
charged  emotionally  that  it  is  impossible  to  get  at  his  problems  in  a 
family  setting.  For  these  children,  study  and  treatment  homes  are 
being  developed  with  specialized  staffs.  While  the  number  of 
children  now  served  by  such  institutions  is  believed  to  be  less  than  500, 
there  is  a  growing  interest  in  their  development. 

Temporary  joster  homes. — Some  public  programs  of  foster-family 
care  cover  the  State;  others  are  limited  to  a  few  counties.  In  some 
States,  funds  can  be  used  for  any  child  needing  care;  in  others,  funds 
are  available  only  for  special  groups  such  as  children  committed  by 
juvenile  courts  or  those  placed  from  State  institutions.  Available 
foster  homes  are  still  far  from  equal  to  the  need,  especially  for  children 
in  minority  groups,  children  with  behavior  problems  or  physical  or 
mental  handicaps,  and  children  in  need  of  emergency  care. 

1948  was  the  first  fuU  year  of  operation  of  a  new  regulation  per- 
mitting States  to  use  Federal  child  welfare  funds  for  the  temporary 
maintenance  of  children  in  foster  families.  Twelve  States  took 
advantage  of  the  new  regulation  by  budgeting  Federal  funds  for 
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foster  family  care;  seven,  for  subsidized  foster  homes;  three,  for  foster 
family  care  for  unmarried  mothers  and  their  babies;  four,  for  babies 
awaiting  long-time  arrangements;  and  one,  for  the  temporary  care 
of  dependent  children. 

Adoptions. — Great  public  interest  was  expressed  in  1947-48  in 
problems  of  adoptions,  particularly  the  "black  market  in  babies." 
There  have  always  been  more  adults  in  the  United  States  who  wanted 
to  adopt  a  baby  than  there  were  babies  for  adoption.  No  child 
welfare  agency  can  stabilize  that  equation,  but  they  all  have  a  con- 
cern in  safeguarding  the  adoptions  that  do  take  place.  A  very  strong 
tendency  has  developed  throughout  the  country  to  encourage  the  use 
of  child-placing  agencies  for  all  adoptions. 

Many  States  have  been  improving  and  modernizing  their  adoption 
laws  and  procedures.  In  1947,  22  State  legislatures  and  two  Terri- 
tories passed  laws  on  this  subject.  Many  of  these  laws  were  in 
accordance  with  recommendations  made  in  the  Children's  Bureau 
publication.  Essentials  of  Adoption  Law  and  Procedures.  No  report 
is  available  on  action  taken  by  the  few  legislatures  meeting  in  1948, 
but  some  States  reported  administrative  improvements  made  in  the 

field  of  adoptions. 

«. 

Day  care. — During  the  war,  day  care  centers  for  children  of  working 
mothers  developed  rapidly  with  Federal  aid  under  the  Lanham  Act. 
With  the  end  of  the  war  and  the  termination  of  Lanham  Act  support, 
many  of  these  centers  have  disappeared,  despite  the  fact  that  more 
mothers  with  children  are  employed  now  than  before  the  war. 

In  1947  there  were  still  five  States  where  pubHc  funds  were  support- 
ing day  care  programs.  In  California,  Washington,  and  Massachu- 
setts, funds  came  through  State  boards  of  education.  New  York 
contributed  to  day  care  services  through  its  State  Youth  Commission. 
Support  in  the  District  of  Columbia  came  through  the  Board  of  Public 
Welfare.  New  York  withdrew  State  funds  at  the  end  of  the  year 
except  for  children  of  migrant  workers.  The  Massachusetts  program, 
supported  by  State  funds,  was  limited  to  two  community  projects, 
and  in  the  District  of  Columbia  the  number  of  centers  was  reduced  in 
1947  from  12  to  6. 

A  few  scattered  cities  continued  to  provide  some  public  funds  for 
this  service— Philadelphia  and  Baltimore,  through  boards  of  educa- 
tion, and  Denver  and  Detroit,  through  departments  of  public  welfare. 
New  York  City,  in  1948,  continued  with  municipal  funds  its  94  day 
care  centers  which  had  been  getting  help  from  the  State.  Programs, 
financed  privately,  were  in  operation  in  many  large  cities,  but  in  no 
city  are  services,  pubhc  or  private,  adequate  to  the  need. 

The  Children's  Bureau  published  Mothers  jor  a  Day  as  a  help  to 
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States  in  their  future  planning  for  foster-family  day  care  of  children 
of  working  mothers. 

Juvenile  courts.- — A  significant  drop  of  15  percent  occurred  from  1945 
to  1946  in  the  number  of  juvenile  delinquency  cases  disposed  of, 
officially  and  unofficially,  by  94  courts  throughout  the  country.  The 
decrease  was  most  marked  for  boys'  cases  and  in  courts  serving  large 
urban  areas.    The  proportion  of  girls'  cases  continued  low. 

Juvenile  courts  deal  not  only  with  delinquency  cases  but  also  with 
neglected  and  dependent  children.  An  analysis  of  92,000  cases  dis- 
posed of  by  220  courts  in  17  States  in  1946  showed  that  73  percent 
concerned  delinquency;  27  percent  were  dependency,  neglect,  and 
special  proceedings  cases.  Much  of  the  work  of  these  courts  did  not 
require  formal  judicial  action;  less  than  half  the  cases  were  disposed 
of  by  such  action,  and  the  rest  were  dealt  with  informally. 

Detention  care. — For  several  years,  public  and  private  associations 
have  decried  conditions  in  the  country  for  the  care  of  children  de- 
tained for  court  action.  In  this  modern  age,  it  is  shocking  to  the 
consciences  of  many  people  that  any  child  could  be  held  in  jail,  often 
with  little  separation  from  adult  criminals,  for  considerable  periods  of 
time.  A  few  gains  were  made  in  1948.  In  rural  areas,  some  of  the 
States  reported  considerable  progress  in  assisting  juvenile  courts  to 
use  subsidized  foster  homes  for  detention  services. 

Training  schools  for  delinquent  children. — Some  20,000  children  are 
committed  each  year  to  public  training  schools.  The  large  number  of 
requests  for  service  received  by  the  Bureau  during  the  fiscal  year  ^ 
are  evidence  of  a  widespread  effort  to  improve  the  care  given  children  ^ 
in  both  public  and  private  schools.  Committees  concerned  with  the 
administration  of  training  schools  were  active  within  at  least  11  States. 
In  several  States  these  committees  are  proposing  legislation  to  achieve 
better  coordination  of  the  entire  treatment  program  for  delinquent 
children.  Variations  of  the  model  Youth  Authority  Corrections  Act 
have  been  adopted  by  Wisconsin,  California,  Minnesota,  and  Massa- 
chusetts. Major  problems  confronting  training  schools,  in  their 
efi^orts  to  establish  improved  programs,  are  lack  of  trained  personnel 
and  inadequate  financial  support.  Restricted  budgets  have  made  it 
difiicult  to  employ  better  trained  personnel  or  to  extend  services.         -I 

Guardianship  of  Children 

Fundamental  and  far-reaching  reforms  in  legislation  and  in  social 
agency  programs  and  practices  will  have  to  be  made  if  children 
are  to  be  protected  from  the  neglect  and  maladjustment  that  some- 
times result  from  too  casual  transfer  of  legal  responsibility.     That  is 
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the  conclusion  drawn  by  the  Children's  Bureau  from  a  study,  made  in 
1947  and  1948,  of  guardianship  laws  and  procedures  in  six  States. 
This  study  is  already  stimulating  interest  and  questions  which  should 
be  reflected  in  the  years  ahead  in  bringing  State  guardianship  laws 
and  procedures  into  harmony  with  modern  principles  of  child  welfare. 
Existing  guardianship  laws  of  most  States  are  old  and  outmoded. 
They  no  longer  serve  to  protect  the  person  and  property  of  children. 
Many  thousands  of  children  who  lose  their  parents,  or  are  otherwise 
deprived  of  parental  supervision  and  care,  are  left  without  anyone 
legally  responsible  for  them.  When  guardians  are  appointed,  many 
appointments  are  made  without  sufficient  understanding  of  the  child's 
needs  or  sufficient  inquiry  into  the  competence  of  the  guardian  to  meet 
these  needs.  Court  supervision  of  guardians  of  the  person,  as  dis- 
tinguished from  the  property,  of  a  child  is  practically  nonexistent;  but 
supervision  even  of  guardians  of  a  child's  estate  is  generally  inadequate. 
For  many  children  the  appointm.ent  of  a  guardian  of  estate  is  a  m^ean- 
ingless,  wasteful,  and  expensive  procedure  because  the  amount  of 
money  involved  is  small  and  the  appointment  is  given  to  a  parent  who 
is  subject  to  little  control  or  supervision  from,  the  court. 

GRANTS-IN-AID  IN  1947-48 

In  August  1946,  Congress  almost  doubled  the  grants  that  could  be 
given  to  the  States  under  the  Social  Security  Act  to  help  them  extend 
and  improve  their  health  and  welfare  services  for  children. 

From  1939  to  that  date,  grants  for  these  purposes  had  totaled  each 
year  $11.2  million.  When  the  increased  appropriation  of  $22  million 
became  available,  the  States  had  already  laid  out  their  1947  plans  on 
the  basis  of  the  lower  figure.  All  States  and  Territories  eagerly 
welcomed  the  mcreased  help.  But  dollars  ui  Washington  do  not  sud- 
denly translate  themselves  uito  a  well-baby  clinic  at  Crossroads,  New 
Laska,  let  us  say.  It  takes  time  to  modify  plans,  find  personnel,  and 
get  programs  into  operation  so  that  the  extra  dollars  can  show  up  m 
extra  services  for  children.  The  report  that  follows  covers  the  calen- 
dar year  1947,  a  year  of  transition  from  the  old  to  the  new  levels  of 
Federal  aid.  Not  until  the  calendar  year  1948,  or  later,  will  the  full 
effect  of  the  new  appropriations  show  itself  ui  increased  services  to 
children. 

The  Children's  Bureau,  under  authority  delegated  by  the  Federal 
Security  Administrator  and  the  Commissioner  for  Social  Security,  is 
responsible  not  only  for  approvmg  State  plans  but  also  for  seeing  that 
the  requirements  of  title  V  of  the  Social  Security  Act  are  met.  In  1 947 
all  48  States,  the  District  of  Columbia,  Alaska,  Hawaii,  Puerto  Kico, 
and  the  Virgin  Islands  received  grants  for  all  three  programs. 
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Maternal  and  Child  Health  Services 

Of  the  $22  million  authorized  annually  for  all  three  programs,  $11 
million  is  earmarked  for  maternal  and  child  health  services.  Each 
State's  share  in  this  total  is  affected  by  the  number  of  its  live  births  in 
relation  to  the  total  number  of  live  births  in  the  country,  by  the  State's 
need  for  help  in  providing  services,  and  by  its  rural  child  population. 
To  take  full  advantage  of  the  Federal  grants,  States  must  match  half 
of  the  $11  million.  Part  of  the  remaining  half  is  used  for  special 
projects  of  Nation-wide  significance  and  to  meet  emergencies. 

Most  of  the  services  provided  by  State  and  local  health  departments 
for  mothers  and  children  are  health  promotion  services;  that  is,  they 
are  designed  to  help  well  mothers  and  children  keep  well.  In  limited 
ways,  almost  all  the  States  also  provide  treatment  for  some  expectant 
mothers  and  sick  children.  Typical  health  promotion  services  are  pre- 
natal clinics,  public  health  nursing  services,  well-child  clinics,  immu- 
nization, and  examinations  of  children  of  school  age  by  physicians 
and  dentists.  The  record  of  services  in  1947  under  this  grant-in-aid 
program  shows  substantial  gains  during  the  year. 

Census  of  services. — Nationally,  the  number  of  mothers  who  received 
prenatal  medical  service,  provided  under  the  supervision  of  State 
health  agencies,  increased  from  131,000  in  1946  to  152,000  in  1947. 
About  234,000  mothers,  or  1,000  more  than  in  1946,  received  nursing 
services  during  pregnancy,  more  than  40,000  received  postpartum 
medical  examinations,  and  215,000  received  postpartum  nursing 
service. 

A  total  of  561,000  infants  and  preschool  children  attended  well- 
child  clinics  in  1947,  a  gain  of  almost  1,000  over  the  1946  record. 
Public  health  nursing  services  reached  more  than  1,010,000  infants 
and  preschool  children,  as  compared  with  957,000  in  1946.  Physician's 
examinations  of  school  children  numbered  1,862,000,  as  against 
1,605,000  in  1946.  Public  health  nursing  visits  totaled  2,200,000  for 
school  children,  a  decrease  of  14,000.  Reports  on  immunizations  show 
an  increase  for  diphtheria  and  a  decrease  for  smallpox.  About  55,000 
preschool  children  and  1,600,000  school  children  received  inspections 
by  dentists  or  dental  hygienists  in  1947,  as  compared  with  50,000  and 
1,110,000,  respectively,  in  1946. 

Reports  from  organized  health  units  in  45  States  and  the  District 
of  Columbia,  serving  74  percent  of  the  population  of  the  continental 
United  States,  show  that  medical  maternity  clinics  were  held  at  least 
monthly  in  1,744  centers  in  these  areas  in  1947.  Medical  well-child 
conferences  were  held  at  least  monthly  in  3,481  centers.  Corrective 
dental  service  was  provided  to  preschool  children  in  335  counties  or 
cities  and  to  school  children  in  025.    These  services  were  provided  on 
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a  free  or  part-pay  basis  by  official  health  agencies,  other  official 
agencies,  or  voluntary  agencies. 

Special  projects. — Additional  grants  are  made  by  the  Children's 
Bureau  for  projects  which,  because  of  their  character,  scope,  or  training 
aspects,  have  regional  or  national  significance.  Several  States,  for 
instance,  provided  medical  and  hospital  care  for  a  few  maternity 
patients  in  demonstration  projects  which  were  financed  in  part  with 
Federal  funds. 

Five  States  gave  complete  medical  and  hospital  care  for  a  hmited 
number  of  premature  infants.  Several  other  States  had  less  complete 
services  for  premature  infants.  Some  States  were  providing  Rh 
blood  typing  for  maternity  patients — a  new  trend  in  maternal  and 
child  health  programs. 

For  the  preschool  child,  a  special  project  was  developed  during  the 
year  in  Massachusetts  to  provide  data  on  the  cost  of  providing  aU 
medical  services  needed  by  children  of  war  veterans  attending  Harvard 
University.  A  project  for  complete  pediatric  care  for  children  in  one 
small  area  in  Washington,  D.  C,  was  operated  with  Federal  funds. 
Three  States  provided  complete  dental  care  to  children  in  limited 
areas. 

Services  for  Crippled  Children 

Federal  grants  to  assist  in  the  development  of  services  for  crippled 
children  total  $7.5  million  a  year.  States  share  in  this  amount  accord- 
ing to  the  number  of  children  under  21  years  of  age.  The  division  of 
funds  also  reflects  the  financial  need  of  each  State  for  assistance  in 
carrying  out  its  program  and  the  relative  size  of  its  population  of  rural 
children.  As  in  the  maternal  and  child  health  services,  to  take  fuU 
advantage  of  the  Federal  grants  the  States  must  match  half  of  the 
$7.5  million.  A  portion  of  the  remaining  immatched  half  is  reserved 
for  special  projects. 

All  States  provide  a  range  of  services  which  includes  locating  crip- 
pled children;  diagnosing  their  crippling  condition;  maintaining  a 
register  of  crippled  children  in  the  State;  providing  or  locating  sldlled 
care  for  them  in  hospitals,  convalescent  and  foster  homes,  and  in  their 
own  homes;  and  cooperating  with  agencies  and  professional  groups 
concerned  with  the  care  and  training  of  crippled  children.  Because  no 
State  has  funds  sufficient  to  do  this  comprehensive  job  for  all  handi- 
capped children,  all  States  necessarily  have  to  restrict  some  services  to 
certain  areas  or  groups  of  children — most  commonly  those  with  handi- 
capping conditions  that  require  orthopedic  or  plastic  treatment. 

The  number  of  children  on  the  different  State  registers  varies  widely. 
A  child  is  eligible  for  registration  if  he  has  a  type  of  crippling  for  which, 
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according  to  the  State  plan,  children  may  be  accepted  for  care  by  the 
official  State  agency,  and  has  had  his  crippling  condition  diagnosed  by 
a  licensed  physician.  Since  the  beginning  of  the  Federal  grant-in-aid 
program,  the  number  on  State  registers  has  increased  as  State  pro- 
grams have  developed.  Some  States,  however,  do  a  much  more  thor- 
ough job  of  registration  than  others,  and  some  are  more  careful  in 
clearing  their  registers  of  cliildren  no  longer  eligible  for  care  under  the 
program.  In  Georgia  and  Texas,  the  children  on  State  registers 
represented  4.7  out  of  every  1,000  children  under  21  years  of  age;  in 
the  District  of  Columbia  the  proportion  was  24  per  1,000.  A  relatively 
low  State  rate  usually  reflects  incomplete  registration  rather  than  low 
incidence  of  crippling  among  the  children  of  the  State. 

At  the  close  of  1947,  474,000  children  or  an  average  of  9.6  per  1,000 
population  under  age  21  were  registered  under  the  program.  In  1946 
that  proportion  was  9.1.  Approxim.ately  168,000  children  received 
one  or  more  types  of  service  during  the  year  from  official  State  crippled 
children's  agencies,  as  compared  with  153,000  in  1946.  Additional 
numbers  of  children  were,  of  course,  under  care  of  private  physicians 
and  other  agencies,  though  to  what  extent  is  not  known. 

Children  receiving  diagnostic  or  treatment  service  at  clinics  totaled 
nearly  120,000  in  1947,  as  against  106,000  in  1946.  In  1947,  29,000 
children  were  hospitalized,  4,800  received  convalescent-home  care, 
and  more  than  850  received  foster-home  care.  Approximately 
1,300,000  days  of  care  were  provided  in  hospitals,  470,000  in  convales- 
cent homes,  and  89,000  in  foster  homes.  The  gap  between  the  num- 
ber of  children  needing  care  and  the  number  receiving  it  is  still  great 
and  will  continue  to  be  so  until  additional  funds  are  appropriated. 

Sjyecial  projects. — During  the  year  rheumatic  fever  programs  were 
approved  in  three  additional  States,  making  a  total  of  25  States  that 
have  programs  for  the  care  of  children  with  this  disease.  In  only  five 
States  do  the  programs  cover  the  entire  State.  Of  the  total  Federal 
grants  for  crippled  children,  $1 ,097,000  went  to  these  25  programs.  All 
25  States  wish  to  extend  their  programs,  and  nine  others  have  indicated 
their  desire  to  start  this  service  as  soon  as  funds  are  available. 

While  almost  all  States  are  mterested  in  providing  services  for 
children  with  cerebral  palsy,  only  12  have  been  able  to  organize  even 
a  limited  program.  Few  States  can  provide  the  coordinated  clinic 
and  hospital  service  that  assures  the  variety  of  care  needed.  Federal 
grants  of  $264,000  in  1947  helped  eight  States  operate  special  projects, 
two  of  which  were  started  that  year.  Nine  additional  States  were 
planning  to  get  programs  started  as  soon  as  funds  might  become 
available. 

Nine  States  had  programs  of  service  to  children  with  impaired 
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hearing;  five  were  developed  as  special  projects  with  the  help  of 
$89,000  in  Federal  funds.  Four  States  are  asking  for  more  funds  to 
establish  such  services. 

All  States  provide  some  type  of  service  for  children  with  polio- 
myelitis. Approximately  90  percent  of  such  patients  are  under  21 
years  of  age.  Nearly  all  States  report  an  urgent  need  of  more  money 
for  the  care  of  children  with  many  kinds  of  crippling  conditions.  In 
April  1948,  State  crippled  children's  agencies  said  they  could  use  for 
such  children  $6,253,000  more  than  they  now  receive  from  the  Federal 
Government. 

Personnel  employed  by  State  programs. — The  great  bulk  of  the 
Federal  grants  is  used  by  the  States  to  employ  professionally  trained 
people.  In  1947,  the  States  reported  that  they  had  about  1,500  full- 
time  personnel  assigned  to  maternal  and  child  health  and  crippled 
children's  services.  In  addition,  many  part-time  clinicians  were 
employed  under  the  programs,  but  how  many  is  not  known.  The 
number  of  positions  for  nurses,  medical  social  workers,  nutritionists, 
and  physical  therapists  has  increased  from  year  to  year. 

The  crying  need  in  all  kinds  of  public  and  private  health  services 
for  children  is  for  more  and  better  trained  personnel.  Public  services 
are  particularly  handicapped  hj  the  acute  shortage  of  physicians  and 
nurses,  of  medical  social  workers  and  nutritionists,  and  of  graduates 
in  physical  therapy  and  occupational  therapy.  Although  more  pro- 
fessional schools  are  being  developed  than  before  the  war,  there  are 
still  not  enough  to  produce  sufficient  graduates  to  meet  increasing 
demands. 

In  part,  this  shortage  in  personnel  may  be  due  to  the  inadequate 
remuneration  as  compared  with  other  types  of  work  requiring  less 
expensive  training.  During  the  past  year,  the  position  of  professional 
workers  in  public  health  programs  has  deteriorated  financially.  It 
has  become  obvious  that  unless  financial  assistance  is  forthcoming 
in  substantial  amounts — both  to  individual  students  and  to  institu- 
tions for  expanding  and  improving  training — health  services  and  med- 
ical care  for  mothers  and  children  will  not  only  fail  to  keep  pace  with 
the  increase  in  numbers  of  children  to  be  served,  but  will  be  blocked 
from  improving  the  quality  of  care  that  can  be  given. 

State  health  agencies  are  now  using  a  substantial  portion  of  their 
Federal  grants  for  the  training  of  personnel.  Of  the  $18.5  million 
available  from  the  Federal  Government  for  maternal  and  child  health 
and  crippled  children's  services,  about  $1.5  million  was  used  in  the 
fiscal  year  1948  for  this  purpose.  Approximately  half  this  amount 
went  for  stipends,  tuition,  and  travel  of  trainees — physicians,  nurses, 
dentists,  medical  social  workers,  nutritionists,  physical  therapists,  and 


222  Annual  Report,  Federal  Security  Agency,  1948 

others.    The  other  half  was  expended  in  developing  graduate  courses 
at  educational  institutions. 

Postgraduate  courses  in  the  maternal  and  child  health  field,  for 
instance,  were  expanded  and  strengthened  at  the  following  medical 
schools:  the  University  of  Arkansas,  for  the  Department  of  Pediatrics; 
the  University  of  Colorado,  for  a  premature  infant  care  and  training 
program;  Louisiana  State  University,  for  a  premature  infant  training 
center;  Meharry  Medical  College,  for  medical  and  nursing  postgrad- 
uate training ;  the  University  of  Nebraska,  for  postgraduate  pediatric 
and  obstetric  training.  Public  health  courses  in  maternal  and  child 
health  were  strengthened  at  the  Harvard  School  of  Public  Health,  Johns 
Hopkins  School  of  Hygiene  and  Public  Health,  and  the  University 
of  California  School  of  Public  Health.  Nurses  training,  especially 
in  the  fields  of  advanced  pediatric  or  maternity  nursing,  was  supported 
at  the  following  universities:  Wayne,  Indiana,  Boston,  Columbia, 
Cincinnati,  and  Vanderbilt.  Training  of  dentists,  especially  for  work 
with  children,  received  financial  assistance  at  the  University  of  Ten- 
nessee and  Meharry  College.  Medical  social  work  programs  at  Tulane 
and  Chicago  Universities  were  strengthened.  At  Western  Reserve 
University,  provision  was  made  for  the  supervision  of  field  training 
for  postgraduate  nutrition  students. 

Local  health  services. — Public  health  programs  of  a  specialized  nature 
cannot  be  advanced  materially  except  within  the  context  of  broadly 
conceived  local  health  services.  The  local  health  officer  and  his  staff 
constitute  the  core  of  a  sound  and  effective  program  for  maternal  and 
child  health.  During  the  year,  the  Children's  Bureau  has  added  its 
support  to  that  of  the  Public  Health  Service,  the  American  Public 
Health  Association,  the  National  Congress  of  Parents  and  Teachers, 
and  other  groups  in  stimulating  the  expansion  of  local  health  services 
in  as  many  counties  as  possible  throughout  the  country.  There  were 
1,874  counties  with  full-time  health  organizations  in  the  fiscal  year 
1947  and  1,958  counties  in  1948.  More  than  1,000  counties  are  still 
to  be  reached,  however. 

Liquidation  of  the  Emergency  Maternity  and  Infant  Care  Program 

By  direction  of  Congress,  the  fiscal  year  1948  saw  the  beginning  of 
the  end  of  the  emergency  maternity  and  infant  care  program — the 
biggest  public  maternity  program  ever  undertaken  in  the  United 
States. 

The  Nation  owes  great  gratitude  to  the  tens  of  thousands  of 
physicians,  the  thousands  of  hospitals,  and  all  the  State  health 
departments  whose  unstinting  and  untiring  help  made  this  program 
work  effectively  in  saving  lives  of  mothers  and  infants,  in  giving  these 
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children  the  best  possible  start  ia  life,  and  in  building  and  maintaining 
morale  among  the  armed  forces.  The  operation  of  the  program  gave 
many  workers  unique  and  invaluable  experience  in  meeting  the 
medical  care  and  health  problems  of  mothers  and  infants. 

From  its  beginning  through  the  end  of  June  1948,  care  was  author- 
ized for  1,453,000  maternity  and  infant  cases.  The  peak  load  was  in 
the  calendar  year  1944,  when  488,000  cases  were  accepted.  With 
demobilization  the  program  began  to  slow  down  during  the  latter 
part  of  1945.  In  the  fiscal  year  1947,  new  cases  totaled  only  151,000. 
Liquidation  started  July  1,  1947,  and  is  to  be  completed  by  the  end 
of  June  1949.  Only  33,000  new  cases  were  authorized  for  care  in 
the  fiscal  year  1948  and  all  maternity  care  had  to  be  completed 
before  June  1,  1948.  All  care  for  eligible  infant  cases  must  be  pro- 
vided before  April  20,  1949. 

From  March  1943  to  July  1947,  the  entire  program  cost  about 
$125  million.  For  the  2  closing  years,  a  total  of  $3  million  was  pro- 
vided. As  the  cost  of  providing  service  continued  to  increase,  average 
costs  of  individual  cases  rose,  to  about  $100  for  maternity  cases 
and  about  $70  for  infant  cases. 

Child  Welfare  Services 

Grants  to  States  for  extending  and  improving  child  welfare  services 
account  for  $3.5  million  of  the  annual  $22  million  authorized  for  all 
three  health  and  welfare  programs.  States  share  in  this  amount 
according  to  the  proportion  of  their  rural  population  to  the  total 
rural  population.  Each  State  or  community  must  assume  some  of 
the  cost  of  the  services  in  rural  areas,  although  no  fixed  amount  of 
Federal  funds  must  be  matched. 

At  the  end  of  1947,  about  230,000  children  were  receiving  child 
welfare  services  from  State  and  local  public  welfare  agencies.  About 
41  percent  of  the  children  served  were  living  with  parents  or  other 
relatives;  40  percent  were  in  foster-family  homes;  19  percent  were  in 
children's  institutions  or  elsewhere.  Federal  aid  represented  a  small 
part  of  State  and  local  resources  devoted  to  the  care  of  these  children. 

Wide  variation  exists  among  the  States  in  the  proportion  of  the 
child  population  that  receives  services.  No  data  are  yet  available 
for  1947,  but  in  the  preceding  year  the  average  for  42  States  showed 
that  5  out  of  every  1,000  children  were  helped.  In  individual  States 
the  number  ranged  from  1  to  18  per  1,000.  In  general,  these  variations 
reflect  the  level  of  development  of  child  welfare  programs  and  the 
adequacy  of  services.  A  high  rate,  however,  does  not  necessarily 
indicate  a  well-rounded  service  program.  Proportionately  more 
Negro  than  white  children  were  served  in  the  North  and  West,  but 
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proportionately  fewer  Negro  children  in  the  South,  However,  since 
1944,  progress  has  been  made  in  providing  services  to  Negro  children 
in  the  South.  From  1944  to  1946,  11  Southern  States  reported  a 
20-percent  increase  in  the  number  of  Negro  children  receiving  service, 
as  compared  with  a  2-percent  increase  for  all  children  served  in  those 
States. 

Personnel  employed  in  State  programs. — On  June  30,  1947,  approxi- 
mately 3,200  full-time  child  welfare  employees  were  reported  by  53 
States,  Territories,  or  possessions.  Salaries  of  not  quite  one-fifth  of 
these  workers — or  694 — were  paid  in  whole  or  in  part  from  Federal 
child  welfare  funds.  An  additional  3,400  workers,  who  were  primarly 
responsible  for  other  welfare  programs,  devoted  part  of  their  time  to 
child  welfare.  Federal  child  welfare  funds  contributed  to  the  salaries 
of  89  of  these  part-time  workers.  Compared  with  1946,  the  full-time 
child  welfare  staff  was  12  percent  larger  in  1947.  Full-time  case 
workers  accounted  for  three-fourths  of  this  increase.  Although  prog- 
ress has  been  made  in  extending  services  to  rural  areas,  child  welfare 
case  workers  are  still  concentrated  in  a  relatively  small  number  of 
States  and  in  urban  areas.  In  1947,  one-half  were  in  seven  States, 
and  44  percent  were  working  in  62  counties  with  cities  of  100,000  or 
more. 

Child  welfare  services,  like  child  health  services,  are  tremendously 
hampered  by  the  lack  of  enough  and  sufficiently  well-trained  workers. 
Many  States  have  had  to  make  the  professional  training  of  workers 
a  top  item  in  their  programs.  Fifty  States,  Territories,  or  possessions 
budgeted  $600,000  of  Federal  grants  in  1947-48  for  training  of  pro- 
fessional staff. 

More  Federal  funds  were  used  for  staff  development  in  the  fiscal 
year  1948  than  for  any  other  single  part  of  the  child  welfare  programs. 
Twenty-seven  States,  as  against  10  in  1946-47,  included  supervisors 
Or  consultants  of  training  in  their  budgets;  48  granted  educational 
leave  for  staff  members,  and  nine  arranged  for  a  supervisor  to  give 
full  time  to  students  from  schools  of  social  work  who  were  doing  field 
work.  Training  institutes  and  conferences  were  held  in  44  States. 
A  number  of  the  States  put  into  practice  a  combined  program  of  in- 
service  training  and  study. 

To  help  develop  policies  in  this  area,  a  committee  of  representatives 
of  schools  of  social  work  and  State  welfare  agencies  has  served  in 
an  advisory  capacity  to  both  the  Children's  Bureau  and  the  Bureau 
of  Public  Assistance.  This  committee  has  recommended  that  State 
grants  for  training  should  include  tuition  and  travel  to  and  from 
school,  as  well  as  maintenance  at  school.  This  policy  is  rapidly 
being"  adopted  by  State  agencies. 
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Cost  of  training  is  not  the  only  factor,  of  course,  that  discourages 
an  increase  of  workers  in  this  field.  Salary  rates  in  these  days  of 
high  living  costs  are  meager  indeed.  While  median  salaries  of  child 
welfare  case  workers  rose  from  $2,150  m  1946  to  $2,400  m  1947, 
the  general  level  remains  too  low  to  be  sufficiently  attractive  to  many 
potential  workers. 

Basic  public  welfare. — Encouraged  by  Federal  grants,  child  welfare 
services  have  grown  step  by  step,  although  they  still  are  limited  or 
lacking  in  many  areas.  The  need  for  comprehensive  public  welfare 
programs,  of  which  child  welfare  will  be  a  part,  grows  more  apparent. 
The  basic  local  unit  should  be  a  welfare  agency  with  broad  responsi- 
bility for  services  to  families  and  individuals,  and  for  the  specialized 
services  needed  for  children  either  within  the  unit  or  accessible  to  it. 
This  kind  of  program  is  not  yet  the  universal  pattern  throughout  the 
country.  Undoubtedly,  the  Federal  Government  could  speed  its 
growth  through  a  general  program  of  aid  to  State  welfare  agencies  for 
comprehensive  public  welfare  services  as  well  as  for  public  assistance. 
The  States  themselves,  by  reorganizing  their  welfare  services  and 
modernizing  their  laws,  could  do  much  more  to  pull  their  various  wel- 
fare programs  together. 

RESEARCH  AND  REPORTING 

Almost  anything  that  occurs  in  the  economic,  social,  physical,  and 
cultural  life  of  our  people  may  affect  the  ''welfare  of  children  and 
child  life,"  which  the  Bureau  is  directed  to  investigate.  Since  the 
Bureau  must  work  within  the  limits  of  its  personnel  and  budget,  it 
must  necessarily  be  highly  selective  of  the  areas  in  which  it  does  its 
investigating  and  reporting. 

Most  of  its  own  research  in  the  fiscal  year  1948  was  of  the  general 
category  known  as  "operational"- — the  observation  and  study  of  the 
ways  in  which  the  many  private  and  public  health  and  welfare  services 
in  the  country  operate  to  meet  the  needs  of  children.  The  results  of 
these  studies  show  up  in  developments  already  reported. 

While  undertaking  little  "basic"  research  during  1948,  the  Bureau 
sponsored  a  series  of  conferences  which  brought  into  focus  both  the 
advances  made  by  others  working  in  the  field  of  child  growth  and  the 
need  for  a  greatly  accelerated  program  of  study.  Small  groups  of 
outstanding  leaders  in  the  biological,  physical,  psychological,  and 
social  sciences  that  bear  on  problems  of  child  development  attended 
these  conferences.  They  were  asked  such  questions  as  these:  What 
research  in  child  life  is  now  going  on?  On  what  aspects  of  child 
growth  and  development  and  of  community  life  in  relation  to  children 
is  research  most  needed?     What  are  the  major  obstacles  in  the  way 
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of  research?  What  next  steps  should  be  taken?  What  contributions 
can  the  Children's  Bureau  make  in  this  field? 

The  group  discussions  by  the  conference  groups  touched  upon  a 
great  variety  of  aspects  of  child  life  on  which  research  is  urgently 
needed.  But  again  and  again  they  came  back  to  one  major  theme, 
described  as  "our  colossal  ignorance  of  how  to  bring  up  children." 
It  was  emphasized  that  we  have  little  accurate  knowledge  of  what 
parents  in  the  different  cultural  groups  of  the  Nation  want  ttieir 
children  to  be;  of  the  methods  they  use  in  guiding  their  children  into 
these  patterns;  or  of  the  effects  of  various  child-rearing  practices  on 
the  personality  of  the  child.  There  is  need  for  study  of  the  child  in 
relation  to  the  social  group  in  which  he  lives,  and  of  the  consequences 
that  different  experiences  have  on  the  development  of  personality. 
Only  through  such  studies  can  a  full  understanding  be  obtained  of  the 
factors  that  result  in  a  well-adjusted  individual,  as  opposed  to 
those  that  result  in  warped  personalities,  "problem"  children,  and 
delinquency. 

As  a  practical  approach  to  such  research,  basic  research  is  needed, 
for  instance,  on  changing  patterns  of  family  life  and  their  significance 
for  children  and  for  social  services,  education,  and  public  pohcy; 
variations  in  cultural  patterns  of  child  rearing;  personality  and  envi- 
ronmental factors  behind  various  kinds  of  child  behavior;  psycholog- 
ical relationships  between  parents  and  children;  and  problems  of 
maternity  and  early  infancy.  Such  studies  requu*e  the  coordinated 
efforts  of  students  of  medicine,  psychology,  psychiatry,  anthropology, 
sociology,  nursing,  social  work,  education,  economics,  and  other 
sciences. 

Research  in  child  life,  it  was  pointed  out,  is  at  present  held  back 
by  a  lack  of  trained  personnel  and  of  financial  support.  Money  for 
additional  research  activities  would  tend  to  relieve  the  shortage  of 
trained  personnel,  since  the  best  training  is  actual  participation  in 
research  under  a  well-qualified  leader.  Provision  needs  to  be  made 
for  the  budgeting  of  research  over  a  sufficient  length  of  time  to  justify 
people  going  into  it. 

Specific  contributions  to  research  in  child  development  which  the 
conlerence  groups  agreed  the  Children's  Bureau  should  be  in  a  position 
to  make  included  the  following: 

Broadened  activity  as  a  center  of  information  related  to  child  life, 
through:  (1)  providing  a  "clearing  house"  for  information  on  research 
now  going  on  in  universities,  schools,  child  welfare  stations,  organiza- 
tions, and  other  research  centers  throughout  the  country;  (2)  publish- 
ing an  annual  "basic  data  book"  that  would  collate  essential  informa- 
tion relating  to  child  life  and  to  programs  of  service  for  children; 
(3)  promoting  conferences  at  which  research  workers  from  the  various 
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scientific  fields  may  meet  and  broaden  their  understanding  of  prob- 
lems and  of  the  contributions  being  made  in  related  fields. 

Financial  assistance  to  research  projects,  conducted  by  public  and 
private  groups,  as  well  as  to  individual  research  workers,  through 
Federal  grants-in-aid. 

Original  research  and  investigations  that  require  study  on  a  Nation- 
wide scale  or  that  have  Nation-wide  significance  to  State  and  com- 
munity programs  for  children  and  mothers.  The  Children's  Bureau, 
it  was  pointed  out,  is  in  the  best  position  to  set  up  studies  that  require 
cooperation  of  many  scientific  disciplines  or  coordination  of  studies  in 
scattered  geographic  areas,  since  universities  and  other  research 
centers  lack  the  necessary  coordinating  facilities.  To  guide  it  in  the 
type  of  research  activity  outlined  above,  the  Bureau  was  urged  to 
appoint  an  advisory  committee  relating  to  research  in  child  life. 

These  recommendations  represent  a  strengthening  of  the  Bureau's 
responsibilities,  rather  than  a  departure  into  new  fields.  For  many 
years  the  Bureau  has  conducted  studies  of  the  economic,  social,  and 
health  factors  in  infant  and  maternal  mortality  which  have  become 
the  basis  for  the  development  of  services,  both  within  and  without  the 
Federal  Government,  and  have  contributed  to  reducing  infant  and 
maternal  mortality  rates.  Its  study  of  pediatric  nursing,  completed 
in  1948,  identified  for  the  first  time  the  special  elements  that  go  to 
make  up  good  nursing  care  of  children.  The  findings  from  this  study 
are  already  influencing  the  curriculams  of  schools  of  nursing. 

As  a  center  of  information  on  child  life,  the  Bureau  is  called  upon 
to  report  in  many  different  ways:  through  popular  publications  for 
parents,  technical  publications  for  professional  workers,  contributions 
to  popular  magazines,  representation  on  committees  and  attendance 
at  conferences,  correspondence,  and  personal  interviews  with  individu- 
als and  agencies. 

Through  its  publications  and  other  forms  of  information,  the 
Bureau  is  attempting  to  fulfill  its  responsibility  to  provide  as  many 
people  as  possible  with  the  best  that  is  known  about  the  principles 
of  physical  growth  and  also  the  emotional,  mental,  and  social  de- 
velopment of  children. 

One  index  of  the  volume  of  request  for  service  is  the  number  of 
letters  received  each  year.  In  1947-48,  they  totaled  314,255,  an 
increase  of  more  than  a  third  over  the  number  in  1946-47.  Many 
of  these  inquiries  can  be  answered  by  the  bulletins  and  leaflets  that  the 
Bureau  publishes.  In  aU,  2.1  milKon  pubhcations  were  mailed  out 
in  response  to  requests,  the  same  number  as  in  the  preceding  year. 
In  addition  to  the  1,040,000  copies  of  Infant  Care  made  available 
by  the  Bureau,  the  Superintendent  of  Documents  sold  almost  a 
milUon  copies.    During  the  year,  Prenatal  Care  was  entirely  rewritten; 
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the  new  edition  will  be  ready  for  distribution  in  the  fall  of  1948.  A 
new  bulletin,  Your  Child  from  Six  to  Twelve,  was  written  and  sent  to 
press.  This  completes  the  series  of  Bulletins  for  Parents,  spanning 
the  life  cycle  from  pregnancy  through  adolescence,  which  have  long 
been  the  Government's  best  sellers. 

NATIONAL  AND  STATE  PLANNING  FOR' CHILDREN 

Interdepartmental  Committee  on  Children  and  Youth 

In  April  1948  the  President  asked  the  Federal  Security  Administra- 
tor to  arrange  for  an  Interdepartmental  Committee  on  Children  and 
Youth  and  to  serve  as  its  chairman.  The  President  expressed  the 
hope  that  the  Committee  would  aid  in  developing  appropriate  working 
relationships  among  Federal  agencies  concerned  and  between  the 
Federal  Government  and  State  commissions  or  committees  on  children 
and  youth,  and  would  assist  the  Children's  Bureau  in  cooperation  with 
appropriate  national.  State,  and  local  organizations  in  laying  the 
groundwork  for  the  1950  White  House  Conference  on  Children.  The 
membership  of  this  Committee  includes  representatives  of  the  Depart- 
ments of  Agriculture,  Interior,  Justice,  and  Labor,  the  Federal  Secu- 
rity Agency,  the  Housing  and  Home  Finance  Agency,  the  Administrative 
Office  of  the  United  States  Courts,  Veterans  Administration,  the 
National  Military  Establishment,  and  the  Selective  Service  System. 
A  representative  of  the  Bureau  of  the  Budget  serves  as  consultant  to 
the  Committee.  Associate  members  have  been  appointed  from  the 
constituent  units  of  the  member  agencies  whose  programs  relate  to 
services  for  children  and  youth.  The  Chief  of  the  Children's  Bureau 
is  serving  as  vice-chairman  of  the  Committee,  and  a  member  of  its 
staff  serves  as  secretary. 

The  Committee  is  at  work  on  a  statement  of  objectives  of  the  Federal 
Government  with  relation  to  children  and  youth  and  on  exchange  of 
information  between  the  member  agencies  on  current  developments 
and  problems  in  their  respective  programs. 

State  Planning  for  Children  and  Youth 

During  the  year,  outstanding  progress  was  made  in  the  development 
of  State  commissions  and  councils  planning  for  children  and  youth. 
Such  bodies,  authorized  by  legislatures  in  1947,  were  appointed  and 
started  work  in  nine  States.  In  two  others,  new  commissions  were 
appointed  under  earlier  laws.  Six  States  organized  comparable  State 
commissions  or  councils,  usually  through  the  cooperation  of  State 
agencies  and  organizations  and  with  the  approval  of  or  appointment 
by  the  State  governors.     Several  more  were  in  process  of  organization 
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at  the  close  of  the  year,  making  a  total  of  32  States  with  such  planning 
bodies. 

While  these  State  bodies  differ  in  the  scope  of  their  responsibilities, 
they  represent  usually  the  cooperative  effort  of  official  State  agencies, 
private  agencies,  and  citizens'  organizations  to  review  programs  for 
children  and  youth,  to  appraise  their  unmet  needs,  and  to  plan  jointly 
for  legislation  and  administrative  measures  to  extend  and  improve 
services  for  children  and  youth.  In  several  States,  county  committees 
are  being  formed  to  perform  similar  functions. 

MIDCENTURY  WHITE  HOUSE  CONFERENCE  ON  CHILDREN 

Two  developments  in  1948  advanced  the  planning  for  a  Midcentury 
Wliite  House  Conference  on  Children,  which  had  been  recommended 
by  the  National  Commission  on  Children  and  Youth  in  December 
1946  and  for  which  the  Commission  made  specific  recommendations 
at  its  January  meeting  in  1948.  Congress  appropriated  to  the  Chil- 
dren's Bureau  $75,000  to  be  used  in  the  fiscal  year  1949  in  laying  the 
groundwork  for  such  a  Conference.  The  Interdepartmental  Com- 
mittee on  Children  and  Youth  and  the  National  Commission  on  Chil- 
dren and  Youth  each  named  a  subcommittee  to  constitute  a  Joint 
Interim  Committee  to  assist  the  Children's  Bureau  in  the  initial  plan- 
ning for  the  1950  Conference.  These  two  developments  gave  support 
to  the  growing  interest  of  citizens,  professional  workers,  private 
agencies,  and  officials  of  State  and  local  agencies  in  holding  such  a 
Conference  for  the  purpose  of  considering  what  the  second  half  of  the 
twentieth  century  might  be  made  to  mean  for  children. 

White  House  Conferences  on  Children  have  been  held  in  each  decade 
of  this  century.  The  proposed  1950  Wliite  House  Conference  has 
already  stimulated  community  and  State  planning  for  children.  Un- 
der the  sponsorship  of  the  National  Commission,  the  Children's 
Bureau  held  a  Conference  on  State  Planning  for  Children  and  Youth 
in  Washington  at  the  end  of  March.  This  Conference  was  attended 
by  representatives  of  State  agencies  and  citizens'  organizations  from 
46  States,  the  District  of  Columbia,  Alaska,  Puerto  Rico,  and  the 
Virgin  Islands.  It  was  agreed  that  in  each  State  and  Territory  there 
should  be  established  a  State-wide  council,  committee,  or  commis- 
sion, representing  voluntary  and  official  agencies  and  organizations 
serving  children.  These  State  groups  were  urged  to  take  the  leader- 
ship in  developing  and  carrying  out  a  program  of  action  in  behalf  of 
children  preparatory  to  the  Midcentury  Conference.  Since  the 
March  meeting,  new  commissions  and  committees  have  been  created 
in  a  number  of  States.  Assistance  to  such  State  bodies  will  be  avail- 
able through  White  House  Conference  staff  members. 
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INTERNATIONAL  COOPERATION 

While  concerned  primarily  with  their  own  children,  the  people  of 
the  United  States  have  realized  increasingly  that  their  future  is 
affected  greatly  by  the  opportunities,  health,  and  general  well-being 
of  the  children  of  other  countries. 

Many  developments  in  1948  gave  expression  to  this  point  of  view 
and  provided  wider  opportunities  for  international  exchange  of  ideas 
and  experience.  These  developments  included,  on  the  part  of  the 
Children's  Bureau,  cooperation  in  the  activities  of  the  United  Nations 
and  its  specialized  agencies;  participation  in  inter- American  confer- 
ences and  assistance  to  Latin -American  agencies;  consultation  with  the 
Department  of  State  and  with  United  States  military  authorities 
responsible  for  areas  under  United  States  jurisdiction;  and  assistance 
to  specialists  from  other  countries  visiting  the  United  States  for  study 
and  observation.  Increased  efiorts  were  made  to  assure  the  protec- 
tion and  to  safeguard  the  best  interests  of  children  living  in  areas  under 
the  jurisdiction  of  United  States  military  authorities  and  of  those 
entering  the  United  States  from  other  countries  for  temporary  or 
permanent  residence. 

More  than  250  professional  workers  from  other  countries,  who  came 
to  the  United  States  to  study  and  observe  services  for  children  by 
public  and  private  agencies,  visited  the  Bm-eau  during  the  year. 
Programs  were  worked  out  for  such  visitors,  most  of  whom  were 
sponsored  by  the  United  Nations  and  its  specialized  agencies,  volun- 
tary agencies  in  the  United  States,  or  home  Governments  and  institu- 
tions. In  developing  the  programs  many  public  and  private  agencies 
throughout  tbie  country  gave  invaluable  cooperation.  The  visitors, 
selected  in  most  instances  on  the  basis  of  their  professional  or  technical 
achievements  in  their  own  countries,  brought  a  rich  background  to 
their  work  here.  As  a  consequence  there  have  been  reciprocal  values 
for  those  who  shared  in  these  contacts. 

The  Children's  Bureau  gathers  and  shares  with  other  organizations 
and  indiv^iduals  information  about  developments  in  other  countries 
by  means  of  translation  and  publication  of  foreign  language  material, 
special  articles,  and  compilations.  A  report  on  juvenile  court  laws  in 
foreign  countries  was  completed  and  reproduced  for  general  distribu- 
tion during  the  year. 

On  January  27,  1948,  the  President  signed  the  Smith-Mundt  Act 
(Public  Law  402,  80th  Congress).  When  implemented  by  appro- 
priations, this  act  will  make  it  possible  to  extend  to  other  countries  of 
the  world,  on  their  request,  the  type  of  cooperative  services  now 
carried  on  by  the  Children's  Bureau  with  the  other  American  Eepub- 
Hcs  under  Pubhc  Laws  63  and  355  (76th  Congress).  This  work  was 
necessarily  curtailed  in  1948  because  of  reduced  appropriations.     At 
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the  request  of  the  Governments  concerned,  the  United  States  special- 
ists in  pubhc  health  nursing  and  midwifery  spent  some  time  working 
with  official  agencies  in  Ecuador  and  Mexico.  At  the  request  of  the 
Government  of  Brazil,  a  child  welfare  consultant  was  assigned  to 
assist  that  Government's  National  Children's  Bureau  in  the  training 
of  staff  for  children's  services  in  the  States  of  Brazil.  Grants  for  study 
and  observation  of  maternal  and  child  health  and  welfare  services  in 
this  country  were  awarded  to  five  specialists  in  Chile,  Cuba,  and 
Mexico,  and  a  1947  grant  to  a  child  welfare  speciaHst  from  Paraguay 
was  extended  into  1948  to  permit  additional  training  at  the  University 
of  Puerto  Rico  School  of  Social  Work. 

The  fiscal  year  1948  marked  the  transition  of  the  United  Nations 
International  Children's  Emergency  Fund  from  the  stage  of  pre- 
paration to  that  of  operation.  The  Chief  of  the  Children's  Bureau 
serves  as  the  United  States  member  of  the  Fimd's  Executive  Board, 
Program  Committee,  and  Committee  on  Administrative  Budget. 
The  Associate  Chief  serves  as  technical  adviser  and  as  United  States 
member  of  the  Medical  Subcommittee  of  the  Program  Committee. 

As  of  June  30,  1948,  the  Fund  had  resources  of  $85.2  million,  of 
which  $32,795,833  had  been  contributed  by  the  United  States  Govern- 
ment from  an  appropriation  of  $75  million  contingent  upon  matching 
by  other  governments  in  the  ratio  of  72  percent  from  the  United 
States  and  28  percent  from  other  governments.  Child-feeding  pro- 
grams were  in  operation  in  12  European  countries  and  were  about  to 
be  inaugurated  in  China.  Medical  projects  were  being  developed  in 
cooperation  with  the  World  Health  Organization  and  Danish  and  other 
Scandinavian  organizations,  with  special  emphasis  on  vaccination  of 
children  against  tuberculosis.  Only  a  small  percentage  of  the  seriously 
undernourished  children  and  mothers  in  the  countries  receiving  assist- 
ance could  be  reached  with  supplementary  food  through  the  programs 
made  possible  by  the  resom-ces  available  to  the  Fund  and  cooperating 
governments.  Plans  were  under  way  at  the  close  of  the  year  to  ex- 
tend the  program  of  the  Fund  to  Germany  and  a  number  of  Far 
Eastern  countries  and  to  other  areas  as  well. 

International  work  in  the  field  of  maternal  and  child  health  was 
made  one  of  the  major  items  in  the  agenda  of  the  newly  formed 
World  Health  Organization.  The  Associate  Chief  of  the  Children's 
Bureau  was  a  member  of  the  United  States  delegation  to  the  Fifth 
Session  of  the  Interim  Commission  of  the  World  Health  Organization 
which  met  in  Geneva  in  January,  and  one  of  the  three  official  delegates 
of  the  United  States  to  the  First  World  Health  Assembly  which  con- 
vened in  Geneva  in  June. 

The  Ninth  Pan  American  Child  Congress  met  in  Caracas,  Venezuela, 
in  January   1948.     The  Chief  of  the  Children's  Bureau  served  as 
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chairman,  and  the  Director  of  the  Bureau's  International  Cooperation 
Service  served  as  secretary,  of  the  United  States  delegation.  The 
Bureau  was  represented  at  the  June  meeting  of  the  Council  of  the 
American  International  Institute  for  the  Protection  of  Childhood, 
held  in  Montevideo,  Uruguay. 

Notable  international  conferences  held  during  the  year,  in  which  the 
Children's  Bureau  participated  actively,  included  the  Inter-American 
Congress  of  Pediatrics,  held  in  Washington  in  July  1947;  the  Interna- 
tional Congress  of  Pediatrics,  which  followed  in  New  York;  and  the 
Fourth  International  Congress  of  Social  Work,  held  in  Atlantic  City 
in  April  1948. 

At  the  close  of  the  fiscal  year  1948  the  United  States  Committee  for 
the  Care  of  European  Children,  with  which  the  Children's  Bureau 
has  worked  since  its  inception  in  1940,  reported  that  it  had  1,607 
children  under  care.  More  than  1,300  of  them  were  displaced  chil- 
dren brought  to  this  country  in  accordance  with  the  President's 
Directive  of  December  22,  1945,  which  gave  preference  to  orphans  in 
admission  to  the  United  States  under  established  immigration  quotas. 
Throughout  the  history  of  this  Committee,  the  Bureau  has  had  respon- 
sibility for  designating  local  agencies  to  which  the  children  are  referred 
for  care  and  service. 

EXTENDING  RESEARCH  AND  IMPROVING 
SERVICES  FOR  CHILDREN 

This  report  on  the  health  and  welfare  of  children  in  the  United 
States  leads  to  a  number  of  challenging  conclusions: 

We  have  made,  and  are  continuing  to  make,  steady  gains  in  our 
understanding  of  and  skill  in  meeting  the  needs  of  children; 

We  have  made,  and  are  continuing  to  make,  steady  gains  in  saving 
the  lives  of  mothers  and  children,  and  in  putting  more  and  better 
health  and  welfare  services  within  their  reach; 

But  much  is  still  to  be  learned  about  the  growing  and  learning  proc- 
esses in  children,  and  about  the  causes  and  cures  of  physical,  emo- 
tional, and  social  illnesses  in  childhood; 

Right  now,  nevertheless,  we  have  the  technical  knowledge  and  skills 
to  give  many  more  children  than  are  getting  it  a  good  start  in  life. 
What  holds  us  back  from  putting  to  work  what  we  know  is  a  great 
shortage  of  workers,  a  lack  of  facilities,  and  inadequate  funds. 

We  can  overcome  these  handicaps  easily  and  be  off  to  a  new  high 
of  achievement  for  children,  if  we  will  use  a  larger  share  of  our  re- 
sources for  children,  give  service  for  them  a  higher  priority  in  our 
social  planning,  and  recognize  at  every  turn  that  the  well-being  of 
children  is  a  public  responsibility. 
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Any  and  every  gain  we  make  in  the  health  and  well-being  of  all  the 
people  brings  its  benefits  to  children.  Any  expansion  of  services  by 
local  health  and  welfare  units  means  better  health  and  welfare  for 
children.  Programs  for  increasing  the  numbers,  improving  the  quali- 
fications, and  insuring  better  distribution  of  trained  personnel  for  the 
general  population  also  helps  to  move  us  toward  better  opportunities 
for  children.  The  network  of  diagnostic  centers,  health  clinics,  and 
hospitals  we  plan  for  the  Nation  as  a  whole  can  be  a  valuable  channel 
for  services  to  mothers  and  children. 

But  human  beings  in  the  process  of  growing  have  special  health  and 
welfare  requirements.  The  care,  protection,  and  guidance  they  re- 
quire are  qualitatively  and  quantitatively  different.  Assuring  these 
to  all  children  is  both  a  special  problem  and  a  people's  responsibility. 

The  need  to  expand  research  in  child  life  and  services  for  children 
is  urgent.  Every  preventable  death  of  a  child  is  an  irreparable  loss. 
Every  untreated  handicap  is  a  waste  of  the  substance  of  life  itself. 
We  do  not  want  the  best  kind  of  care  that  is  available  to  children  in 
some  communities  denied  to  children  in  others.  All  should  receive 
the  best  we  know  how  to  give.  We  must  move  ahead  on  three  broad 
fronts. 

Expanded  Research  in  Child  Life 

In  a  world  that  our  physical  scientists  are  constantly  expanding, 
today's  children  have  greater  need  than  ever  for  the  kind  of  childhood 
that  prepares  them  to  live  in  harmony  with  other  people  of  other 
kinds,  with  other  traditions,  with  other  religions,  and  with  other  social 
systems  throughout  the  world. 

While  ever  increasing  funds  are  being  spent  for  research  in  the 
physical  sciences,  only  a  pittance  is  available  for  explorations  in  the 
growth  and  development  of  children.  Some  $625  million  was  spent 
in  1947  by  the  Federal  Government  for  research  purposes.  Probably 
less  than  $1  million  went  to  projects  directly  related  to  child  life. 
Our  fund  of  usable  knowledge  from  research  in  the  physical  sciences 
has  heightened  the  need  for  more  research  into  human  relationships. 

Two  broad  types  of  research  in  child  life  are  urgently  needed.  One 
is  studies  that  will  increase  our  basic  knowledge  and  understanding  of 
the  physical,  emotional,  and  social  growth  and  development  of  chil- 
dren. This  calls  for  investigations  into  such  subjects  as  the  effect  of 
cultural  patterns  in  family  life;  the  emotional  development  of  the 
child;  personality  deviations  in  children  and  young  people;  physio- 
logical, social,  and  emotional  aspects  ot  feeding  in  the  first  year  of 
life;  parent-chnd  relationships  in  early  infancy  and  childhood;  the 
effect  of  the  customs  and  attitudes  of  the  community  on  the  child  in 
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the  family;  the  values  of  the  group  in  the  development  of  children; 
causes  and  correction  of  juvenile  delinquency;  and  such  specific  sub- 
jects as  the  multiprofessional  study  of  the  causes  and  methods  of 
treatiug  cerebral  palsy,  epilepsy,  and  other  crippling  conditions. 

A  second  category  of  needed  research  calls  for:  (1)  studies  that  will 
provide  information  on  how  the  newer  knowledge  in  all  the  scientific 
fields  can  be  made  available  to  individuals  who  have  the  responsibility 
of  giving  care  to  children — natural  parents,  foster  parents,  and  workers 
with  children;  (2)  studies  of  the  quantity  and  quality  of  health  service 
and  medical  care  currently  available  to  individual  mothers  and  chil- 
dren; and  (3)  studies  that  will  provide  public  and  private  health, 
welfare,  and  other  agencies.  State  and  local,  with  tools  for  measuring 
the  efi^ectiveness  of  their  services  to  children  and  with  guides  for  im- 
proving them.  This  means  research  into  the  techniques  and  methods 
for  ascertaining  the  health  and  social  status  of  individual  children; 
studies  involving  the  application  of  knowledge  to  groups  of  children; 
the  collection,  analysis,  and  distribution  of  data  on  methods  and 
practices  of  providing  care  and  coordinating  the  several  types  of  pro- 
fessional services  required  for  normal  children  and  for  those  suffering 
from  handicapping  conditions.  It  also  involves  the  collection,  analy- 
sis, and  distribution  of  data  on  the  amount  and  kind  of  medical  care 
rendered  to  individual  children;  on  the  organization  of  service  to 
provide  adequate  health  and  medical  care  to  children  of  preschool  and 
school  age,  and  on  methods  of  improving  the  quality  of  care  through 
better  organization  and  administration;  on  the  incorporation  of  pre- 
ventive mental  health  advice  in  the  service  rendered  by  physicians, 
nurses,  and  others  in  child  health  programs  and  in  the  care  of  sick 
children;  on  problems  relating  to  the  relinquishment  and  termination 
of  parents'  rights,  and  on  appointment  and  supervision  ot  legal 
guardians;  on  homemaker  service  as  a  method  of  preserving  family 
life  for  children;  on  methods  of  foster  care,  including  foster-family 
care,  foster-day  care,  and  institutional  care;  on  the  values  of  group 
care  as  contrasted  with  foster-family  care- 

To  implement  both  programs  of  research,  the  Social  Security  Admin- 
istration recommends  that  adequate  funds  be  made  available  to  the 
Children's  Bureau  to  strengthen  and  broaden  its  work  as  a  center  of 
information  related  to  child  life ;  to  assist  in  financing  specific  research 
projects  undertaken  in  this  field  by  universities,  schools,  child  research 
centers,  agencies,  and  individuals;  and  to  undertake  original  research 
and  investigations  that  require  Nation-wide  study  or  that  have  Na- 
tion-wide significance  to  State  and  community  programs  for  children 
and  mothers. 
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Expanded  Services  for  Children 

Health  and  welfare  services  should  be  fully  available  to  all  children 
in  need  of  them,  vv^herever  they  may  live  and  whatever  the  circum- 
stances of  their  families. 

If  we  are  to  reach  that  goal  in  a  reasonable  time,  the  pace  at  which 
we  are  approaching  it  must  be  stepped  up. 

A  count  made  during  the  war  showed  that  two  out  of  five  counties  in 
the  United  States  did  not  have  the  service  of  a  full-time  public  health 
unit.  One  out  of  three  had  no  public  health  nurse.  Two  out  of 
three  had  no  regular  monthly  maternity  clinic.  Two  out  of  three  had 
no  well-child  clinic  or  conference.  Approximately  five-sixths  of  all 
counties  had  no  full-time  child  welfare  worker  paid  from  public  funds. 

Shortages  today  are  only  slightly  less  serious.  No  State  has  today  a 
well-rounded,  well-developed,  and  comprehensive  program  that  will 
meet  all  the  health,  medical  and  welfare  services  needed  by  all  children. 
The  record  of  our  neglect  of  child  health  and  welfare  is  documented 
throughout  the  preceding  pages  of  this  report. 

The  Social  Security  Act,  as  originally  enacted  and  as  it  now  stands, 
sets  a  top  limit  on  the  financial  help  that  the  Federal  Government  may 
give  the  States  each  year  for  extending  and  improving  their  child 
health  and  welfare  services.  This  was  fixed  at  $8,150,000  in  1935. 
In  1939,  this  ceiling  was  raised  to  $11.2  million,  and  in  1946  to  $22 
million.  These  increases  in  Federal  contributions,  instead  of  keeping 
pace  with  our  greatly  expanded  national  income,  have  shrunk  propor- 
tionately. For  every  million  dollars  of  national  income  we  had  in 
1936,  we  spent  $122  in  Federal  child  health  and  welfare  grants  to  the 
States.  For  every  million  dollars  in  national  income  we  are  receiving 
in  1948,  Federal  grants  amount  to  only  $99  for  this  purpose. 

While  1948  dollars  have  a  bigger  job  to  do  than  1940 — or  even 
1946 — dollars,  since  the  number  of  children  under  18  has  increased 
almost  one-tenth  since  1940,  they  buy  a  great  deal  less.  Cost  of 
service  has  gone  up.  Hospital  care,  for  example — a  major  item  in  the 
purchase  of  treatment  for  crippled  children — has  swelled  tremen- 
dously in  cost.  Fifteen  hospitals  in  various  cities  and  States  report 
to  the  Bureau  that  their  per  diem  costs  increased  an  average  of  51 
percent  from  1943  to  1946.  Another  seven  say  their  costs  rose  an 
average  of  93  percent  from  1943  to  1947.  No  similar  comparisons  can 
bo  made  in  the  cost  of  supplying  medical  and  dental  ca^e  and  super- 
vision to  children.  But  one  symptom  of  its  mounting  rate  is  the  cost 
of  such  care  privately  purchased  by  moderate  income  families.  That 
item,  the  U.  S.  Bureau  of  Labor  Statistics  reports,  went  up  39  percent 
from  1940  to  1948.     Median  salaries  of  full-time  child  welfare  workers, 
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paid  from  Federal  funds,  rose  23  percent  from  1942  to  1947 — and  should 
have  risen  much  more. 

The  Social  Security  Administration  recommends  that  the  present 
limitations  in  annual  appropriations  for  child  health  and  child  welfare 
services  be  replaced  by  an  authorization  for  appropriations  in  amounts 
which  are  sufficient  to  provide  for  the  expansion  of  such  services  for 
children  as  rapidly  as  the  States  can  use  additional  funds  effectively. 
State  planning  should  proceed,  of  course,  at  a  rate  that  is  consistent 
with  the  availability  of  personnel  and  facihties  that  meet  standards. 
If  expansion  in  the  number  of  professional  personnel  and  m  facilities 
parallels  the  expansion  of  services,  it  should  be  possible  within  20 
years  to  see  the  goal  of  adequate  services  reached  across  the  country. 
Progress  toward  that  goal  must  be  made  year  by  year. 

Needs  of  specific  groups  of  children,  who  can  be  easily  located  and 
reached,  urgently  call  for  attention  in  every  State.  Crippled  chil- 
dren needing  prolonged  and  expensive  care  are  one  such  group. 
States  should  have  sufficient  funds  to  shoulder  the  expense  of  such  care, 
which  too  often  bankrupts  a  family.  Prematurely  born  infants, 
children  wath  vision  and  hearing  defects,  children  with  cerebral  palsy, 
are  other  such  groups.  An  intensive,  as  well  as  extensive,  job  needs 
to  be  done  to  build  better  health  services  and  medical  care  for  children 
of  school  age.  Programs  of  foster  care  under  public  auspices  should  be 
strengthened,  especially  for  children  with  serious  behavior  problems. 
No  community  should  have  to  place  a  child  in  its  jail  for  a  single  night 
because  other  facilities  or  homes  are  not  available.  Children  of 
migratory  workers  are  almost  wholly  beyond  the  reach  of  child  health 
and  welfare  services.  Mothers  and  children  in  families  receiving 
public  assistance  or  social  insurance  are  still  another  group.  They 
should  receive  complete  maternity  care  and  medical  and  dental  care 
through  maternal  and  child  health  program.s,  as  part  of  the  service 
of  these  programs  to  the  whole  community. 

On  the  basis  of  known  needs  and  of  resources  available  now  and  in 
the  immediate  future,  the  Children's  Bureau  estimates  that  the  States 
could  now  put  to  good  use  for  their  children  nearly  three  times  the 
$22  million  they  now  receive  each  year  from  the  Federal  Government 
in  the  operation  of  their  maternal  and  child  health  services,  services 
for  crippled  children,  and  child  welfare  services.  Planning  for  such 
expansion  in  1950  should  begin  at  once  if  steady  progress  is  to  be  made. 

With  such  expanded  Federal  aid,  the  States  could  extend  maternity 
care,  health  and  medical  services  for  children,  and  home  nursing  serv- 
ices for  the  prevention  of  sickness  and  the  promotion  of  good  health 
for  mothers  and  children.  They  could  provide  medical  and  hospital 
care  for  more  prematurely  born  infants  w^hose  high  rate  of  mortality, 
as  this  report  has  shown,  is  accountable  for  nearly  half  of  all  infant 
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deaths  in  the  first  month  of  life.  They  could  take  at  least  a  step 
toward  meeting  the  dental  needs  of  the  75  percent  of  our  school-age 
children  afflicted  with  bad  teeth.  The  States  could  reach  many 
thousands  of  children  of  school  age  with  good  health  examinations 
and  treatment  of  conditions  discovered  in  these  examinations. 

Instead  of  the  small  programs  now  existing  in  25  States  for  the 
care  of  children  suffering  from  acute  attacks  of  rheumatic  fever,  the 
States  could  assume  responsibility  for  many  more  of  the  100,000 
children  that  have  such  attacks  each  year.  Some  of  the  100,000  to 
150,000  children  estimated  to  be  suffering  from  cerebral  palsy  could 
be  given  medical,  nursing,  hospital,  and  other  institutional  care. 
Treatment  certainly  should  be  got  under  way  immediately  for  the 
22,000  crippled  children  who  in  May  1948,  according  to  State  reports, 
were  on  their  waiting  lists  but  for  whom  care  could  not  be  provided 
because  of  shortage  of  funds. 

With  tripled  Federal  funds.  States  could  make  progress  in  reaching 
many  hundreds  of  children  whose  social  problems  are  serious.  Such 
funds  would  make  possible  multiplying  the  number  of  well-trained 
full-time  child  welfare  workers  who  now  are  available  in  only  one  out 
of  every  five  counties  throughout  the  country.  Foster-family  care, 
an  absolute  essential  in  repairing  the  damages  that  have  been  done 
to  many  neglected,  dependent,  and  delinquent  children,  could  be 
assured  for  many  more  children  needing  such  care  who  are  not  now 
receiving  it.  Most  States  find  this  type  of  care  hard  to  obtain  because 
payments  to  foster  families  now  are  too  small  to  attract  the  type  of 
families  needed  for  this  service.  It  is  one  of  the  heaviest  expenses 
borne  by  States  and  communities  in  their  child  welfare  programs. 
Specialized  foster  homes  could  be  found  for  runaway  children,  for 
children  during  convalescence,  and  for  those  with  acute  behavior 
problems.  Day-care  programs  could  be  developed  for  many  thou- 
sands of  children  of  employed  mothers  who  now  are  left  to  roam  by 
themselves.  Welfare  services  could  be  provided  for  many  children 
in  migrant  families  for  whom  States  and  communities  cannot  use 
their  funds  or  have  none  to  use. 

The  Social  Security  Administration  recommends  that  there  be 
legislation  to  provide  that  a  definite  percentage  of  the  funds  which 
become  available  for  maternal  and  child  health  services,  crippled 
children's  services,  and  child  welfare  services  can  be  used  by  the 
Children's  Bureau  to  promote  effective  measures  on  a  national  basis 
for  achieving  the  purposes  of  the  programs,  by  demonstrations  and 
evaluation  of  the  most  effective  means  of  carrying  the  programs  for- 
ward, and  by  paying  the  salaries  and  expenses  of  personnel  requested 
for  temporary  assignment  by  State  or  local  agencies,  and  for  the 
administration  of  these  programs. 
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Expanded  Program  of  Personnel  Training 

Shortages  in  trained  personnel  in  all  fields  relating  to  the  health 
and  welfare  of  children,  as  well  as  funds  for  services,  are  seriously 
handicapping  the  expansion  of  State  and  local  services.  While  States 
are  attempting  to  overcome  some  of  this  handicap,  through  educa- 
tional leave  and  in-service  training,  these  devices  do  not  keep  pace 
with  the  growing  need  for  service.  Substantial  Federal  funds  should 
be  available  to  the  Children's  Bureau  to  uicrease  the  num^ber  of  pro- 
fessional and  technical  personnel  through  grants  to  suclj  educational 
mstitutions  as  medical,  dental,  nursing,  social  work,  and  pubhc  health 
schools,  and  through  a  system  of  fellowships  and  scholarships  to  indi- 
viduals who  will  specialize  in  services  to  children. 

General  Administration 

At  the  beginning  of  the  fiscal  year,  the  admmistrative  organization 
of  the  Social  Security  Admuiistration  followed  the  categorical  lines 
maintained  throughout  the  lifetime  of  the  organization.  Major 
responsibility  for  the  Federal  aspects  of  the  four  programs  operating 
under  the  Social  Security  Act  was  carried  by  the  Bureaus  of  Old-Age 
and  Survivors  Insurance,  Employment  Security,  and  Public  Assistance 
and  the  Children's  Bureau,  by  delegation  from  the  Commissioner  for 
Social  Security.  The  Appeals  Council  heard  and  reviewed  appeals 
arismg  from  decisions  of  the  Bureau  of  Old-Age  and  Survivors  Insur- 
ance. General  and  coorduiating  services  were  furnished  by  the  service 
bureaus — Accounts  and  Audits,  Research  and  Statistics,  Informational 
Service,  State  Technical  Advisory  Service,  Ofiice  of  the  Actuary,  and 
other  special  units  attached  to  the  Office  of  the  Commissioner  and 
dealing  with  personnel,  business  management,  library,  traming,  and 
publication  services.  Through  the  field,  area,  and  regional  offices, 
localized  and  individuahzed  services  were  made  available  in  communi- 
ties throughout  the  United  States  and  in  the  Territories  to  workers 
and  employers  covered  by  old-age  and  survivors  insurance,  to  claim- 
ants for  benefits  under  that  program,  and  to  State  agencies  adminis- 
tering programs  under  the  Social  Security  Act. 

Budgetary  and  admmistrative  requirements  of  the  appropriation 
acts  for  the  fiscal  years  1948  and  1949  entailed  major  administrative 
adjustments  and  reorganization  during  the  year,  particularly  in  the 
planning,  coordinating  and  service  functions  of  the  Office  of  the 
Commissioner. 

To  conform  with  requirements  set  forth  in  the  appropriation  act 
of  1948  and  before  the  passage  of  the  1949  act,  certain  functions  were 
transferred  from  the  Office  of  the  Commissioner  to  the  OflB.ce  of  the 
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Federal  Security  Administrator.  The  functions  so  transferred  were 
the  auditing  of  expenditures  under  grants  to  States  for  pubHc  assist- 
ance, for  maternal  and  child  health  and  child  welfare  services,  and 
for  administrative  expenses  of  State  unemployment  insurance  systems; 
the  State  Technical  Advisory  Service,  which  is  responsible  for  assisting 
the  cooperating  State  agencies  in  maintaining  personnel  merit  systems 
under  the  provisions  of  the  Social  Security  Act;  the  social  security 
library;  and  the  public  information,  reporting,  and  publication 
services. 

Pursuant  to  the  1949  appropriation  act,  the  regional  oflSces  of  the 
Social  Security  Administration  were  transferred  to  the  Federal 
Security  Agency,  as  was  the  Field  Operations  Division,  which  assisted 
the  Commissioner  in  the  over-all  supervision  and  direction  of  the 
field  staff  of  the  Social  Security  Administration. 

Two  other  legislative  enactments  during  the  year  affected  the 
administrative  organization.  Under  the  terms  of  the  Supplemental 
Federal  Security  Agency  Appropriation  Act,  1949,  which  became  law 
on  June  16  (Public  Law  646)  after  having  been  vetoed  on  June  14,  the 
United  States  Employment  Service  was  transferred  as  of  July  1,  1948, 
to  the  Federal  Security  Agency  from  the  Department  of  Labor  and 
placed  in  the  Bureau  of  Employment  Security  of  the  Social  Security 
Administration.  The  administration  of  the  Federal  Credit  Union 
Act  was  transferred  as  of  July  29  (Public  Law  813)  from  the  Federal 
Deposit  Insurance  Corporation  to  the  Federal  Security  Agency  and 
the  Bureau  of  Federal  Credit  Unions  became  the  fifth  program  bureau 
in  the  Social  Security  Administration. 

FUNCTIONS  OF  THE  STAFF  OF  THE  COMMISSIONER'S  OFFICE 

The  Commissioner  for  Social  Security  is  directly  responsible  for 
program  and  policy  direction,  coordination,  and  control  of  the  opera- 
tions of  all  bureaus  of  the  Social  Security  Administration.  The 
changes  outlined  above,  to  meet  the  budgetary  and  administrative 
requirements  of  the  appropriation  acts,  meant  major  reorganization 
of  the  planning  and  service  units  of  the  Commissioner's  Office.  With 
the  transfer  of  some  functions  of  that  Office  to  the  program  bureaus 
and  some  to  the  Office  of  the  Federal  Security  Administrator,  and 
with  drastic  curtailment  of  other  functions  to  meet  the  1949  budget 
level,  the  staff  of  the  Office  was  cut  by  80  percent  during  the  fiscal 
year.  On  July  1,  1948,  approximately  59  individuals  were  left  in  the 
Office  of  the  Commissioner.  This  staff  constitutes  the  total  personnel 
available  to  the  Commissioner  for  the  purpose  described  in  the  Report 
of  the  House  Committee  on  Appropriations  for  1949  of  "  .  .  .  re- 
taining in  the  Commissioner's  office  the  means  necessary  to  focus  in 
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one  spot  program  and  policy  coordination  and  direction  over  the 
constituent  bureaus  of  the  Social  Security  Administration." 

Under  the  plan  of  organization  in  effect  on  June  30,  1948,  the 
Division  (formerly  the  Bureau)  of  Kesearch  and  Statistics  continues  to 
advise  the  Commissioner  and  the  staff  of  the  Administration  on 
program  review,  evaluation,  and  planning,  and  the  Office  of  the 
Actuary  continues  to  advise  on  technical  and  long-range  factors 
involved  in  determming  costs  of  present  and  proposed  measures  for 
social  security.  The  Appeals  Council,  which  is  and  has  always  been 
independent  of  the  Bureau  of  Old-Age  and  Survivors  Insurance, 
continues  to  hear  and  review  appeals  from  the  determinations  of  that 
Bureau  on  claims  for  wage  credits,  monthly  benefits,  and  lump-sum 
payments. 

COORDINATION  OF  FIELD  OPERATIONS 

Transfer  to  the  Office  of  the  Administrator  of  the  social  security 
regional  offices  and  of  the  Field  Operations  Division  entailed  new 
arrangements  in  the  Office  of  the  Commissioner  that  would  maintain 
the  effective  coordination  of  geographically  decentrahzed  social  secur- 
ity activities  through  which  the  Administration  maintains  direct  and 
close  contact  with  State  agencies  and  with  the  Federal  field  staff 
handling  old-age  and  survivors  insurance  and  the  Federal  credit 
unions.  As  before,  representatives  of  each  of  the  five  program 
bureaus  are  located  in  the  regional  offices.  Since  there  is  no  longer 
a  social  security  regional  director,  a  representative  of  one  of  the  pro- 
gram bureaus  will  act  for  the  Commissioner  in  each  regional  office  as 
Regional  Social  Security  Officer,  in  addition  to  his  regular  bureau 
duties.  To  take  the  place  in  Washington  of  the  Field  Operations 
Division,  the  Commissioner  will  have  two  Field  Service  Officers,  who 
will  work  with  the  program  bureaus  in  Washmgton  and  with  the 
Regional  Social  Security  Officers  in  promoting  a  harmonious  integra- 
tion of  the  social  security  program  in  the  field.  They  will  also  be 
the  point  of  contact  with  the  Federal  Security  Administrator's  Divi- 
sion of  Field  Services. 

COORDINATION  OF  PROGRAM  PLANNING  AND  ADMINISTRATION 

Both  in  the  field  and  in  Washington,  the  professional  and  adminis- 
trative staff  of  the  program  bureaus  is  composed  primarily  of  special- 
ists, selected  for  competence  in  their  respective  technical  fields. 
Pressures  of  work  and  the  technical  demands  of  the  staff  members' 
job  inevitably  tend  toward  increasing  specialization.  In  order  to 
focus  the  efforts  of  the  entire  organization  on  the  broad  objectives  of 
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an  integrated  social  security  program,  all  the  staff  members  must  be 
kept  constantly  aware  of  the  relation  of  their  own  special  area  of  the 
program  to  all  other  areas,  as  well  as  to  related  fields,  such  as  public 
health,  education,  and  vocational  rehabilitation.  Accordingly,  mem- 
bers of  the  Commissioner's  immediate  staff  work  with  the  staff  of 
the  program  bureaus  in  analyzing,  appraising,  and  coordinating  the 
various  aspects  of  the  present  social  security  program;  in  identifying 
and  analyzing  basic  threats  to  economic  and  social  security  not  as 
yet  met  by  the  program;  in  developing  plans  and  proposals  for  im- 
proving the  programs;  in  planning  actuarial  studies  of  present  and 
proposed  measures;  and  in  planning  studies  of  grant-in-aid  policies 
and  of  social  insurance  in  relation  to  public  assistance  and  child  health 
and  welfare  services,  as  well  as  studies  of  the  economic  effects  of  social 
security  financing. 

Other  functions  of  the  staff  in  the  Commissioner's  Office  concern 
preparation,  at  the  request  of  congressional  committees  or  individual 
Members  of  Congress,  of  testimony  before  legislative  hearings,  tech- 
nical analysis  of  legislative  proposals,  and  similar  technical  material. 
In  cooperation  with  other  governmental  agencies,  with  foreign  govern- 
ments, and  with  the  United  Nations,  these  staff  members  work  on  the 
international  aspects  of  social  security.  The  staff  of  the  Office  also 
assists  in  preparation  or  review  of  policies  and  procedures  concerning 
bureau  management  and  fiscal  operations. 

Thus  the  Commissioner  and  his  staff  strive  to  operate  the  existing 
parts  of  the  social  security  program  on  an  integrated  basis  in  the 
interest  of  efficiency  and  economy  in  an  undertaking  which  affects 
the  actual  and  potential  well-being  of  a  majority  of  the  families  in 
the  United  States.  The  coordinated  development  of  a  well-balanced, 
comprehensive  program  of  social  security  by  the  Commissioner  and 
his  staff  is  a  continuous  process  of  adaptation  and  adjustment  to  the 
ever-changing  conditions  of  our  national  economy,  to  ensure  that 
citizens  of  a  free  society,  with  a  basic  minimum  social  protection 
against  common  economic  hazards,  may  more  fuUy  realize  the  fruits 
of  their  individual  effort. 

SOCIAL  SECURITY  APPROPRIATIONS  AND  EXPENDITURES 

Regular  and  supplementary  appropriations,  authorizations,  trans- 
fers, and  allotments  to  the  Social  Secxu-ity  Administration  for  the 
fiscal  year  1948  (exclusive  of  social  insurance  benefit  funds)  totaled 
$862.8  million.  Of  this  sum,  $818.2  million  represented  grants  to 
States  for  unemployment  insurance  administration,  public  assistance, 
maternal  and  child  health  services,  services  to  crippled  children,  child 
welfare  services,  and  the  emergency  maternity  and  infant  care  pro- 
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gram;  the  balance  was  allocated  to  administrative  expenses  of  the 
Administration  in  connection  with  the  operation  of  these  programs  and 
of  old-age  and  survivors  insurance.  The  total  amount  appropriated 
was  $108.4  million  more  than  the  amount  made  available  for  these 
programs  for  the  fiscal  year  1947.  Of  this  difference,  $101.4  million 
represented  a  net  increase  in  appropriations  for  grants  to  States,  and 
$2.8  million  an  increase  for  administrative  expenses. 

Expenditures  (exclusive  of  social  insurance  benefit  funds)  totaled 
$854.9  million  as  compared  with  $744.2  million  in  the  preceeding  fiscal 
year.  Grants  certified  to  States  for  public  assistance  increased  by 
$104.5  million  and  for  unemployment  insurance  administration  by  $8.3 
million.  While  amounts  expended  in  grants  for  the  regular  programs 
increased,  the  grants  for  the  emergency  maternity  and  infant  care 
program  were  $8.9  milhon  less,  as  hquidation  of  that  program  got 
under  way.  The  increase  in  public  assistance  grants  is  mainly  at- 
tributable to  increases  in  case  loads  and  in  Federal  financial  participa- 
tion authorized  by  the  1946  amendments  to  the  Social  Security  Act. 
Grants  for  unemployment  insurance  administration  increased  as  a 
result  of  higher  salary  levels  in  many  State  agencies  and  increased  costs 
of  supplies  and  materials.  The  increase  of  $3.4  million  in  administra- 
tive expenses  was  mainly  to  cover  the  heavier  work  load  in  old-age 
and  survivors  insurance.  About  $35  million  of  the  $42.1  miUion 
expended  for  administrative  costs  was  directly  appropriated  from  the 
Federal  old-age  and  survivors  insurance  trust  fund  or  transferred  from 
that  fund  to  the  Treasury. 

SOCIAL  SECURITY  ADMINISTRATION  PERSONNEL 

The  Admmistration  had  12,889  employees  as  of  June  30,  1948.  Of 
this  number,  6,187  were  in  departmental  offices  and  6,702  in  field, 
area,  and  regional  offices.  A  year  earlier  the  total  was  12,830.  The 
increase  of  59  is  a  net  figure  resulting  from  an  increase  of  291  in  the 
staff  of  the  program  bureaus  and  a  decrease  of  232  in  the  staff  of  the 
Office  of  the  Commissioner.  Additional  staff  m  the  program  bureaus 
was  needed  mainly  to  cope  with  the  heavier  volume  of  wage  records 
and  claims  under  old-age  and  survivors  insurance. 

During  the  fiscal  year,  32  ex-servicemen  and  women  claimed  their 
reemployment  rights  and  were  restored  to  the  Administration  rolls. 
As  of  May  30,  1948,  336  employees  were  stiU  on  military  furlough 
and  1,874  former  employees  who  transferred  to  other  agencies  or  to 
private  industry  with  reemployment  rights  had  not  yet  exercised 
those  rights.  About  three-fourths  of  all  the  men  who  were  taken  on 
the  staff  for  the  first  time  during  the  year  were  veterans. 

The  return  of  the  ex-servicemen  and  women  and  of  other  former 
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employees  with  reemployment  rights,  reductions  in  some  parts  of  the 
organization  because  of  decreased  appropriations  for  the  next  fiscal 
year,  and  the  gradual  replacement  of  war  service  appointees  by 
permanent  personnel  caused  substantial  readjustments  in  staff  during 
the  year. 

INTERNATIONAL  ACTIVITIES 

International  programs  in  the  field  of  social  secm^ity  in  general  and 
specifically  in  social  welfare  continued  to  expand  under  the  United 
Nations  and  its  specialized  agencies  during  the  fiscal  year  1948.  The 
initiation  of  United  States  relief  and  recovery  programs  in  European 
and  Far  Eastern  countries  focused  attention  on  the  need  for  reestab- 
lishing and  reconstructing  social  security  systems.  Both  of  these 
developments  greatly  increased  the  demands  on  the  Social  Security 
Administration  for  information  on  social  security  administration  in 
this  country  and  for  technical  advice  in  connection  with  social  security 
programs  in  other  countries. 

The  number  of  foreign  visitors  who  came  to  the  Administration 
during  the  fiscal  year  was  substantially  greater  than  the  number  in 
the  preceding  year.  Some  540  foreign  visitors  received  technical 
consultation  and  other  services  in  the  Social  Secuiity  Administration. 

At  the  request  of  the  Department  of  State  the  Social  Secmity  Ad- 
ministration is  continuing  to  provide  training  opportunities  for  ex- 
perienced foreign  social  welfare  officials  brought  here  under  the 
auspices  of  the  United  Nations.  During  the  year,  the  Administra- 
tion supervised  study  programs  for  42  of  these  United  Nations 
Fellows  who  were  in  this  country  for  5-month  periods. 

As  part  of  the  inter-American  program  on  scientific  and  cultural 
cooperation,  sponsored  by  the  Department  of  State,  the  Administra- 
tion has  arranged  for  officials  from  Latin- American  countries  to  study 
social  security  in  the  United  States  for  periods  of  4  to  6  months. 
Also  under  this  same  program  of  technical  collaboration,  the  Child- 
ren's Bureau  has  had  representatives  in  South  America,  at  the  re- 
quest of  governments  there,  giving  advice  on  child  welfare  and  child 
health  programs. 

Officials  and  staff  members  of  the  Social  Security  Administration 
served  as  United  States  representatives  on  various  United  Nations 
commissions  and  organizations  during  the  year.  As  United  States 
representative  on  the  Social  Commission  of  the  United  States,  the 
Commissioner  for  Social  Security  participated  in  the  second  and  third 
sessions  of  the  Commission  and  also  served  on  its  seven-member  Ad- 
visory Committee.  As  in  the  preceding  year,  he  served  as  one  of  the 
three  experts  on  the  United  Nations  Staff  Benefit  Committee. 
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At  the  meetings  of  the  Inter-American  Committee  on  Social  Se- 
cm-ity  and  the  Inter-American  Conference  on  Social  Secm-ity,  held  in 
Rio  de  Janeiro  in  November,  Mr.  Altmeyer  was  chairman  of  the 
United  States  delegation  to  the  Conference  and  was  also  reelected 
chairman  of  the  Committee.  In  April  he  was  appointed  a  member 
of  the  International  Labor  Office's  Correspondence  Committee  on 
Social  Insm-ance,  which  met  in  Montreal  for  a  week  in  May  and  was 
reconstituted  as  the  Committee  of  Social  Secm-ity  Experts. 

Katharine  Lenroot,  Chief  of  the  Children's  Bm^eau,  continued  to 
serve  as  the  United  States  member  on  the  Executive  Board  of  the 
International  Children's  Emergency  Fund  and  is  a  member  of  the 
Fund's  ProgTam  Committee  and  Committee  on  Administrative 
Budget. 

Miss  Lenroot  also  represented  tbe  United  States  as  a  technical  dele- 
gate to  the  Council  of  the  American  International  Institute  for  the 
Protection  of  Childhood,  which  met  in  Montevideo  in  June,  and  was 
chahman  of  the  United  States  delegation  to  the  Ninth  Pan  American 
Child  Congress  in  Caracas  in  January.  She  is  also  a  member  of  the 
United  States  Commission  on  the  United  Nations  Educational,  Scien- 
tific, and  Cultural  Organization  and  attended  the  meetings  of  the 
Commission  in  Chicago  in  September. 

The  Associate  Chief  of  the  Children's  Bureau,  Dr.  Martha  Eliot, 
served  as  adviser  on  the  United  States  delegation  to  the  Fifth  Session 
of  the  Interim  Commission  of  the  World  Health  Organization  and  as 
member  of  the  United  States  delegation  to  the  First  World  Health 
Assembly. 

The  Interdepartmental  Committee  on  International  Social  Pohcy, 
estabhshed  in  the  preceding  fiscal  year  by  the  President  to  facihtate 
the  development  of  social  pohcy  involved  in  the  foreign  policy  of  the 
United  States,  was  active  throughout  the  year.  Mr.  Altmeyer  is  the 
Federal  Seciu-ity  Agency  representative  on  and  also  chairman  of  the 
Committee's  Subcommittee  on  Social  Welfare.  Jane  M.  Hoey, 
Director  of  the  Bureau  of  Public  Assistance,  serves  as  his  alternate  and 
is  acting  chairman  of  the  Subcommittee.  Wilbur  J.  Cohen  serves  as 
Agency  representative  on  the  Subcommittee   on   Labor. 

Staff  members  of  the  Administration  have  been  available  for  short 
periods  of  time  to  assist  in  organizing  new  international  agencies  or  to 
advise  officials  in- the  occupied  areas,  and  to  give  necessary  technical 
assistance  in  American  Missions  overseas. 

At  the  request  of  the  Department  of  State,  Mr.  Mitchell,  the  Deputy 
Commissioner  for  Social  Security,  was  on  leave  from  the  Administra- 
tion for  2  months  to  serve  with  the  American  Mission  for  Aid  to  Greece. 
His  work  there  was  to  study  and  develop  recommendations  for 
necessary  reorganization  of  Greek  social  insurance  funds. 


Social  Security  Administration 


245 


Table  1. — Social  Security  Administration:  Appropriations  and  expenditureSf 
fiscal  years  1946-47  and  1947-48  i 

[In  thousands;  data  as  of  June  30, 1948] 


Item 


Total 

Grants  to  States 

Unemployment  insurance  administration 

Old-age  assistance 

Aid  to  the  blind 

Aid  to  dependent  children 

Maternal  and  child  health  services 

Services  for  crippled  children 

Child  welfare  services 

Emergency  maternity  and  infant  care 

Administrative  expenses  ^ 


Appropriations  ^ 


1947-48 


$860, 544 


818, 168 
67, 168 

726, 000 

11,000 
7,500 
3,500 
3,000 

42, 376 


1946-47 


$754, 356 


715, 773 
58, 109 

619, 000 

U1,000 
4  7,  500 
i  3,  500 
16, 664 
38,  583 


Expenditures  3 


1947-48 


$863, 805 


821, 647 

66,  633 

573, 058 

16, 922 

141, 661 

10,  516 

7,392 

3,397 

2,068 

42, 158 


$773, 714 


735, 035 
59, 820 

515, 707 
14, 940 

113, 404 

10,  699 

7,496 

2,016 

10, 953 

38, 679 


1  Represents  actual  appropriations;  expenditm-es  based  on  checks  cashed  and  returned  to  the  Treasury. 

2  Excludes  unexpended  balances  of  appropriations  for  preceding  fiscal  year. 

3  Includes  expenditures  from  unexpended  balances  of  appropriations  for  preceding  fiscal  year. 

4  Maximum  grants  authorized  by  the  Social  Security  Act  Amendments  of  1946;  actual  appropriations  were 
$12,705,000,  $8,467,500,  and  $4,127,000. 

«  Appropriations  and  expenditures  for  salaries  and  allotments,  and  expenditures  for  printing  and  binding, 
penalty  mail,  and  traveling  expenses. 

Source:  Federal  appropriation  acts  and  1947-48  budget  (appropriations);  Daily  Statement  of  the  U.S. 
Treasury  and  reports  of  administrative  agencies  (expenditures). 


Table  2. — Financing  social  insurance  under  the  Social  Security  Act:  Contri- 
butions collected  and  trust  fund  operations,  fiscal  years  1946—48 

[In  millions] 


Item 


Contributions  collected  under: 

Federal  Insurance  Contributions  Act  • 

Federal  Unemployment  Tax  Act  ^ 

State  unemployment  insurance  laws  3  4 

Old-age  and  survivors  insurance  trust  fund: 

Receipts,  total 

Transfers  and  appropriations  ' 

Interest 

Expenditures,  total 

Monthly  benefits  and  lump-sum  payments ' 

Administration ' 

Assets,  end  of  year 

State  accounts  in  the  imemployment  trust  fund: 

Receipts,  total 

Deposits  * 

Interest 

Withdrawals  for  benefit  payments 

Assets,  end  of  year 


$1,  616 

208 

1,007 

1,807 

1,617 

191 

559 

512 

47 

10,  047 

1,154 

1,007 

147 

798 

7,366 


$1, 459 

185 

1,002 

1,623 

1.460 

163 

466 

426 

41 


1,137 

1,005 

131 

818 

7,010 


$1,238 

180 

1,009 

1,386 

1,238 

148 

358 

321 

37 

7,641 

1,140 
1,010 
130 
1,129 
6,691 


'  1-percent  contribution  paid  by  employers  and  by  employees  on  wages  up  to  and  including  $3,000  a  year. 

3  Tax  paid  only  by  employers  of  8  or  more.  Employers  offset  against  this  tax — up  to  90  percent  of  the 
amount  assessed —  contributions  which  they  have  paid  under  State  unemployment  insurance  laws  or  full 
amount  they  would  have  paid  if  they  had  not  been  allowed  reduced  contribution  rates  under  State 
experience-rating  provisions.  Rate  is  3  percent  of  first  $3,000  a  year  of  wages  paid  to  each  employee  by 
subject  employer;  because  of  credit  offset,  effective  rate  is  0.3  percent  of  such  wages. 

3  Contributions  plus  penalties  and  interest  collected  from  employers  and  contributions  from  employees, 
reported  by  State  agencies;  corrected  to  July  1948. 

4  Contributions  and  deposits  by  States  usually  differ  slightly,  primarily  because  of  time  lag  in  making 
deposits. 

« Includes  amounts  collected  under  the  Federal  Insurance  Contributions  Act  and  $375,000  for  fiscal  year 
1946-47  and  $700,000  for  fiscal  year  1947-48  appropriated  to  meet  the  additional  administrative  costs  of  benefits 
payable  to  survivors  of  certain  World  War  II  veterans  as  defined  in  title  II  of  the  Social  Security  Act  Amend- 
ments of  1946. 

«  Checks-paid  basis. 

'  Figures  do  not  reflect  actual  expenses  in  the  respective  years  because  of  bookkeeping  adjustments. 

Source:  Compiled  from  Daily  Statement  of  the  U.  S.  Treasury  and  State  agency  reports. 
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Table  3. — Old-age  and  survivors  insurance:  Estimated  number  of  families  and 
beneficiaries  in  receipt  of  benefits  and  average  monthly  benefit  in  current- 
payment  status,  by  family  group,  end  of  June,  1948  and  1947 

[In  thousands,  except  for  average  benefit;  data  corrected  to  Sept.  8, 19481 


June  30, 1948 

June  30, 1947  i 

Family  classification  of  beneficiaries  i  in 
current-payment  status 

Number 
of  fami- 
lies 

Number 
of  bene- 
ficiaries 

Average 
monthly 
amount 

per 
family 

Number 
of  fami- 
lies 

Number 
of  bene- 
ficiaries 

Average 
monthly 
amount 

per 
family 

Total 

1-,  476. 2 

2, 162. 7 

1,  229.  6 

1,832.3 

968.7 

654.5 

519.4 

135.1 

296.5 

11.6 

5.9 

.2 

507.5 

188.6 

4.4 

72.0 

40.9 

23.5 
89.4 
40.6 
16.7 
21.2 
9.3 
.9 

1,  289.  3 

654.5 

519.4 

135.1 

593.0 

23.2 

18.0 

.6 

873.3 

188.6 

4.4 

144.0 

122.6 

95.6 
89.4 
81.1 
50.0 
86.6 
9.3 
1.7 

797.9 

537.8 

431.3 

106.5 

245. 3 

9.6 

5.1 

.1 

431.7 

146.1 

4.3 

68.7 

39.1 

22.6 
75.7 
33.8 
13.8 
19.3 
7.6 
.7 

1,  063. 6 

537.8 

431.3 

106.5 

490.6 

19.2 

15.6 

.4 

768.7 

146.1 

4.3 

137.4 

117.3 

92.0 
75.7 
67.6 
41.4 
77.9 
7.6 
1.4 

Worker  only      -  -      -  

$24.  40 
25.60 
20.00 
39.90 
38.90 
47.90 
54.80 

$24.10 

Male -  

25. 10 

19.80 

39.20 

Worker  and  1  child      -    

37.90 

Worker  and  2  or  more  children 

Worker,  wife,  and  1  or  more  children.. 

47.  50 
52.60 

Aged  widow  only         

20.50 
20.30 
35.90 
49.20 

52.60 
13.30 
25.80 
36.60 
48.10 
13.70 
25.70 

20.30 

20.10 

Widowed  mother  and  1  child       .. 

35.00 

Widowed  mother  and  2  children 

Widowed  mother  and  3  or  more  chil- 

48.50 
51.80 

13.10 

25.40 

36.00 

47.30 

13.40 

25.60 

>  Represents  revision  of  estimates  published  in  table  4  of  the  1947  Annual  Report. 
»  Benefits  of  child  or  children  were  being  withheld. 

Table  4:.-^Old-age  and  survivors  insurance:  Selected  data  on  benefits  and  wage 
credits,  by  State,  for  specified  period,  1946-48 


[In  thousands, 

except  for  average  wage  credits;  data  corrected  to  Sept.  15, 

1948] 

Monthly  bene- 
fits in  current- 
payment  status, 
end  of  fiscal  year 

Payments  certified,  fiscal 
year 

Work- 
ers 
with 
wage 
credits, 
calen- 
dar 
year  * 

Amount  of  tax- 
able wages,  cal- 
endar year » 

Employ- 
ers re- 
porting 
taxable 
wages, 
July- 
Septem- 
ber' 

State  > 

Total  2 

Monthly 
benefits 

Lump- 
sum 
pay- 
ments 3 

Total 

Aver- 
age per 
worker 

Num- 
ber 

Amount 

1945-46' 

1946-47' 

1947-48' 

1, 502. 1 
1,  832. 3 
2, 162. 7 

$28.  211 
35. 071 
42, 391 

$337, 061 
434,  767 
530, 597 

$311,  017 
406,  252 
499, 315 

$26, 029 
28,  501 
31,280 

46, 392 
49.  096 
49,200 

$62,945,000 
69,135,000 
78,150,000 

$1,  357 
1,408 
1,588 

2.176 
2.478 
2,583 

Ala- - -- 

32.0 

.8 

7.8 

15.4 
161.7 

16.2 

42.5 
5.4 
8.4 

38.2 

493 
15 
143 
228 
3,398 
313 
943 
112 
164 
722 

6,126 

207 

1.627 

2,831 

41,  780 
3,789 

11, 772 
1,451 
2,093 
8.784 

5,799 

187 

1.555 

2,684 

39,  541 
3,589 

11,115 
1,380 
1,934 
8,379 

327 

20 

72 

147 

2,239 

200 

657 

71 

159 

405 

773 
41 
216 
393 
4,230 
431 
914 
175 
402 
954 

730,  496 
50,  297 
200,  405 
281,  543 

5, 617, 168 
423, 616 

1,  460,  613 
200. 100 
428,  707 
841, 313 

945 
1,227 

928 

716 
1,328 

983 
1,598 
1,143 
1,066 

882 

30 

Alaska     

2 

Ariz 

11 

Ark 

20 

Calif     

197 

Colo 

25 

nnnn 

40 

Del 

6 

D.  C           

17 

Fla 

47 

See  footnotes  at  end  of  table. 
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Table  4. — Old-age  and  survivors  insurance:  Selected  data  on  benefits  and  wage 
credits,  by  State,  for  specified  period,  1946-48 — Continued 

[In  thousands,  except  for  average  wage  credits;  data  corrected  to  Sept.  15, 1948] 


State  1 


Monthly  bene- 
fits in  current- 
payment  status, 
end  of  fiscal  year 


Num- 
ber 


Amount 


Payments  certified,  fiscal 
year 


Total  2 


Monthly 
benefits 


Lump- 
sum 
pay- 
ments 3 


Work- 
ers 
with 


credits, 
calen- 
dar 
year  * 


Amount  of  tax- 
able wages,  cal- 
endar year  5 


Total 


Aver- 
age per 
worker 


Employ- 
ers re- 
porting 
taxable 
wages, 
July- 
Septem- 
ber' 


Ga 
Ha 
Idaho... 

Ill 

Ind 

Iowa 

Kans... 

Ky 

La 

Maine.. 

Md 

Mass... 
Mich... 
Minn... 

Miss 

Mo 

Mont... 
Nebr... 

Nev 

N.  H... 

N.J.... 
N.  Mex 
N.  Y... 
N.  C... 
N.  Dak. 
Ohio.... 
Okla.... 

Oreg 

Pa 

R.  I.... 

S.  O.... 
S.  Dak. 
Term... 

Tex 

Utah... 

Vt 

Va 

Wash... 
W.  Va.. 
Wis_.... 
Wyo.... 

Foreign 


30.7 

5.4 

S.9 

136.0 

61.7 

27.3 

20.8 

33.9 

23.5 

19.9 

31.0 
107.4 
98.1 
32.7 
12.9 
51.5 

6.7 
11.3 

1.8 
11.9 

91.1 

4.3 

257.2 

36.1 

2.7 

140.5 

19.6 

28.0 
209.5 

18.7 

18.8 

3.7 

30.3 

62.0 

8.0 

6.6 

35.6 

41.9 

33.1 

48.2 

2.6 

7.7 


457 

94 

104 

2,825 

1,187 

486 

367 

558 

383 

373 

697 

2,282 

1,974 

641 

179 

984 

131 

201 

37 

228 

1,981 

67 

5,345 

538 

47 

2,886 

340 

557 
4,  285 

391 

265 
66 
471 
1,037 
147 
122 
600 
878 
590 
952 
49 

159 


5,825 
1,142 
1,276 
35,  402 
14,  696 
6,146 
4,667 
6,852 
4,930 
4,572 

7,572 

27, 943 

24,  757 

8,000 

2,152 

12, 393 

1,645 

2,626 

463 

2,738 

26, 021 

805 

67,  795 

6,665 

596 

36, 354 

4,342 

6,979 
54, 073 

4,789 

3,320 

829 

5,821 

12, 987 
1,761 
1,475 
7,398 

11,  276 
7,279 

12, 042 
619 

2,114 


6,452 
1,111 
1,201 
32, 698 
13,  826 
5,818 
4,450 
6,484 
4,607 
4,346 

7,090 

26,  472 

23,219 

7,574 

2,011 

11,  684 

1,555 

2,466 

419 

2,607 

23,  439 

766 

63, 300 

6,220 

564 

34, 199 

4,132 

6,680 
51,202 

4,543 

3,086 
777 
5,440 
12, 100 
1,683 
1,405 
6,963 

10,  767 
6,967 

11,  291 
584 

1,955 


373 
31 

75 
2,704 
869 
327 
217 
368 
323 
226 

482 

1,471 

1,  638 

426 

141 

709 

90 

160 

44 

131 

1,582 

40 

4,495 

445 

32 

2,155 

210 

299 
2,871 

246 

234 

62 

381 

887 

78 

70 

435 

609 

312 

751 

35 

159 


1,004 
143 
164 
3,938 
1,476 
693 
516 
681 
704 
359 

827 

2,070 

2,542 

934 

408 

1,467 

157 

367 

87 

223 

2,039 
153 

7,211 

1,097 
101 

3,216 
603 
585 

4,379 
375 

547 
115 
922 

2,271 
205 
124 
944 
911 
663 

1,162 


934, 798 

179,  776 
159,  073 
6,  541,  440 
1,925,718 
709,  742 
492,  570 
682, 988 
639,  755 
360, 084 

1, 022, 617 
2,  961,  508 
3,811,373 
1, 087,  284 

292,  300 
1, 621, 801 

166, 460 

355,  666 
72,  465 

251, 678 

2,  960,  460 

122, 005 

10, 321,  809 

1, 003,  293 
89, 625 

4,  557,  681 
574, 620 
701, 183 

6, 130, 037 
500, 690 

486,  032 
101,623 
899,  509 

2, 368, 623 
216, 144 
129, 860 
937,  509 

1, 124, 176 
781, 914 

1,  542,  467 
82, 386 


931 
1,257 

970 
1,407 
1,305 
1,024 

955 
1,003 

909 
1,003 

1,237 

1,431 

1,499 

1,164 

716 

1,106 

1,060 

969 

833 

1,129 

1,452 

797 

1,431 

915 

887 

1,417 

953 

1,199 

1,400 

1,335 


976 
1,043 
1,054 
1,047 

993 
1,234 
1,197 
1, 327 

958 


39 
7 
11 
177 
65 
60 
36 
33 
29 
19 

33 
90 
108 
53 
21 
72 
12 
26 
4 
12 


359 

40 

9 

134 
35 
31 

163 
15 

21 
11 
38 
128 
10 

8 
41 
46 
25 
67 

6 


1  State  distribution  estimated,  except  for  monthly  benefits  in  current-payment  status  and  for  employee 
accounts  established. 

2  United  States  totals  include  lump-sum  payments  under  the  1935  act,  not  distributed  by  State,  amount- 
ing to  $15,000  in  1945-46,  $13,000  in  1946-47,  and  $1,000  in  1947-48. 

3  Under  the  1939  and  1946  amendments.    For  lump-sum  payments  under  the  1935  act,  see  footnote  2. 
<  United  States  totals  represent  number  of  different  workers  employed  in  covered  industries  at  some  time 

during  1945, 1946,  and  1947,  respectively.  State  data  represent  workers  employed  in  the  State  at  some  time 
during  1946;  workers  employed  in  more  than  1  State  counted  once  in  each  of  the  States  in  which  employed. 

»  United  States  totals  are  for  1945,  1946,  and  1947,  respectively.  State  data  represent  1946  taxable  wages, 
distributed  according  to  the  State  where  wages  were  paid. 

«  Employer  returns  for  July-September  1946,  1946,  and  1947,  respectively.  A  return  may  relate  to  more 
than  1  establishment  if  the  employer  operates  several  establishments  but  reports  for  the  concern  as  a  whole. 

'  See  column  heads  for  period  to  which  data  relate. 
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Table  5. — Old-age    and    survivors    insurance:    Benefits    in    current-payment 
status,  payments  certified,    and   workers  with   wage  credits,  fiscal  years 

1946-48 

[Corrected  to  August  1948] 


Item 


Fiscal  year 


1947-48 


1946-47 


1945-46 


Benefits  in  current-payment  status  (end  of  period) : 

Number 

Primary 

Wife's 

Child's 

"Widow's 

Widow's  current 

Parent's 

Total  monthly  amount 

Primary 

Wife's 

Child's — - 

Widow's 

Widow's  current 

Parent's 

Average  monthly  amount: 

Primary 

Wife's 

Child's 

Widow's 

Widow's  current 

Parent's 

Payments  certified  during  period: 

Monthly  benefits 

Primary 

Supplementary , 

Survivor 

Lump-sum  payments 

1939  and  1946  amendments 

1935  act 

Additional  benefits  under  sec.  210  (included  in  above 

figures) 

Monthly  benefits 

Lump-sum 

Estimated  number  of  living  workers  with  wage  credits  (mid- 
point of  period — Jan,  1) :  i 

Total - 

Fully  insured --- 

Currently  but  not  fully  insured 

Uninsured 


2, 162, 693 

968,  682 

296,  711 

556,  834 

188, 612 

140,  807 

11, 047 

$42,  391, 324 

24,  344, 534 

3, 948, 153 

7,175,060 

3,  865,  451 

2,  908, 578 

149,548 

$25. 13 
13.31 
12.89 
20.49 
20.66 
13.54 


$499,314,611 
284,  588,  746 
49,  633, 683 
165, 092, 182 
31,  281, 156 
31, 280, 024 
1,132 

$3, 495, 918 
2, 340,  767 
1, 155, 151 


76, 900,  000 

36,  800,  OOO 

5,  700,  000 

34,  400, 000 


1, 832,  285 

797, 927 

245, 364 

499, 246 

146, 124 

134,  673 

8,951 

$35,  071,  472 

19,  722, 150 

3, 206,  007 

6,  328, 004 

2. 965,  620 

2,  730, 446 

119,245 

$24.  72 
13.07 
12.68 
20.30 
20.27 
13.32 


$406,  252, 135 
225,  415,  715 
39,  418, 950 
141,  417, 470 
28,  514, 685 
28,  501,  375 
13,  310 

$2, 899, 058 
1, 254, 119 
1,  644, 939 


74,  800, 000 
35,  200.  000 
6,  400, 000 
33,  200, 000 


1,  502, 085 
632, 038 
193, 241 
431,  202 
110, 168 
128, 688 

6,748 

$28, 210,  828 

15,  443, 266 

2, 496,  588 

5,  391, 169 

2,  225, 871 
2,  565,  790 

88,144 

$24.  43 
12.92 
12.50 
20.20 
19.94 
13.06 


$311,  017,  291 
164, 245, 802 
28,  750,  454 
118,  021, 035 
26, 043, 831 
26, 028,  847 
14,984 


72, 300, 000 
33,  400,  000 
6, 900, 000 
32,  000, 000 


>  Not  adjusted  to  reflect  changes  in  insured  status  arising  from  (1)  combined  earnings  under  coordinated 
survivor  provisions  of  the  old-age  and  survivors  insurance  and  railroad  retirement  programs,  and  (2)  vet- 
erans deemed  to  be  fully  insured  only  under  sec.  210  of  title  II  of  the  Social  Security  Act,  as  amended  in  1946. 
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Table    6. — Unemployment    insurance:  Selected    data    on    benefits,     claims, 
employment,  and  finance,  by  State,  for  specified  periods,  1946—48 

[Corrected  to  Aug.  10,  1948] 


Benefit  payments,  fiscal 

year 

Weeks 
com- 
pen- 
sated 
fiscal 
year 
(in 
thou- 
sands) 

Em- 
ployers 
subject 
to  State 
law,  end 
of  fiscal 
year  (in 

thou- 
sands) 

Federal 
grants 
for  ad- 
minis- 
tration,' 
fiscal 
year  (in 
thou- 
sands) 

State 

Benefi- 
ciaries,' 
fiscal 
year 

Total 
amount  2 
(in  thou- 
sands) 

Aver- 
age 
weekly 
benefit 
for 
total 
unem- 
ploy- 

Ratio 
of  bene- 
fits 2  to 
collec- 
tions 3 
(per- 
cent) 

Initial 
claims,  < 
fiscal 
year 
(in 
thou- 
sands) 

Workers 
with 
wage 
credits,' 
calendar 
year  (in 
thou- 
sands) 

Funds 
avail- 
able for 
benefits, 
end  of 
fiscal 
year '  (in 
millions) 

ment 

1945-46  8_... 

5,  303,  295 

$1,091,062 

$18.  76 

108.2 

58, 985 

10. 840 

43,000 

1,139 

$6, 733 

9  $56, 059 

1946-47  8...- 

4.  057,  500 

833, 718 

18.05 

83.2 

46, 908 

9,559 

45,  500 

1,286 

7,031 

10  57,  597 

1947-48  8..._ 

3,  820,  774 

11  752,  537 

18.19 

74.7 

42,367 

9,870 

12  45,  600 

1,370 

7,393 

"  67, 152 

Ala            

41,  304 
5,243 

7,683 
1,095 

14.77 
23.26 

76.0 
58.1 

530 

48 

92 
7 

741 
65 

9 

2 

60 
11 

753 

Alaska 

138 

Ariz 

9,246 
33, 891 

1,420 
3,552 

18.29 
15.44 

36.2 
66.7 

79 
282 

31 
64 

220 
415 

6 

25 

26 
36 

302 

Ark 

498 

Calif 

506,  686 

128, 395 

19.81 

102.9 

6,523 

1,332 

4,350 

228 

720 

8,995 

Colo 

8,465 

1,118 

15.31 

17.4 

74 

27 

360 

5 

49 

217 

Conn 

66, 007 

11,  472 

19.64 

163.0 

597 

143 

927 

18 

193 

1,138 

Del 

6,250 

872 

15.19 

73.2 

60 

14 

168 

7 

15 

157 

D.  C 

13,  015 
46,  709 

37,380 

2,986 
6,351 

5,675 

16.69 
13.64 

13.44 

142.4 
74.2 

52.5 

180 
472 

431 

19 
122 

90 

394 
824 

898 

18 
12 

11 

45 
73 
98 

433 

Fla        --    -- 

702 

Ga 

718 

Hawaii 

4,366 

768 

20.37 

32.2 

43 

9 

170 

8 

23 

133 

Idaho 

8,018 

1,398 

18.12 

36.7 

78 

16 

174 

12 

22 

297 

111 

275, 822 

47,  641 

18.31 

88.9 

2,691 

566 

3,506 

51 

503 

3,734 

Ind 

54,  164 

8,830 

17.32 

75.1 

529 

228 

1,400 

15 

190 

1,061 

Iowa -.- 

15,  547 

2,415 

15.56 

24.0 

160 

35 

591 

10 

81 

391 

Kans     

19,  461 
31,  107 
35,  290 

3,020 
4,365 
5,965 

15.13 
11.21 
14.15 

45.7 
31.5 
42.5 

205 
396 
445 

42 
69 
93 

419 
564 
750 

7 
13 
16 

58 
110 
93 

455 

Ky 

516 

La- 

741 

Maine 

33,  815 

4,  630 

14.15 

73.1 

339 

72 

281 

4 

42 

320 

Md 

76,  665 

9,842 

18.32 

69.5 

580 

153 

905 

38 

125 

1,069 

Mass       -    -  - 

223, 669 
259.  979 
30,  528 

50,  624 

35, 928 

5,189 

22.13 

20.08 
15.08 

136.8 
51.2 
40.6 

2,410 

1,912 

357 

452 
776 
62 

2,150 

2,370 

811 

91 
24 
29 

176 
261 
117 

3,518 

Mich 

3,732 

Minn 

860 

Miss 

18. 144 

2,151 

12.44 

26.6 

177 

41 

359 

6 

42 

298 

Mo 

84,  686 

14,  426 

16.16 

61.6 

918 

212 

1,169 

16 

172 

1,001 

Mont -- 

7,766 

1,275 

16.03 

35.9 

81 

15 

195 

12 

27 

227 

Nebr 

6,588 
4,991 
19, 876 

959 
1,133 
3,035 

15.00 
19.83 
15.35 

24.6 
71.1 
85.6 

66 

58 

205 

16 
12 
40 

274 
100 
202 

5 
4 
5 

33 
13 

28 

198 

188 

N.  H 

264 

N.J 

224,  257 

52, 142 

19.62 

57.3 

2,728 

469 

1,980 

39 

489 

3,330 

N.  Mex 

4,041 

580 

16.03 

17.6 

37 

10 

188 

9 

17 

190 

N.  Y 

684,  414 

169,  884 

19.03 

97.9 

8,949 

2,450 

6,240 

166 

1,031 

10, 452 

N.  C 

51,  868 
1,717 

5,832 
342 

11. 10 
17.96 

31.5 
26.4 

536 
19 

112 
4 

994 

78 

14 
2 

144 
7 

960 

N.  Dak 

78 

Ohio  

101.  036 
26,  952 
48,  317 

274,  644 
56, 174 

21,  508 
2,055 

19,  753 

4,600 

7,618 

49,  519 

12, 348 

3,186 
259 

17.47 
16.25 
16.85 
17.24 

20.75 

14.40 
15.90 

56.3 
73.0 
55.1 
87.5 
130.7 

43.6 
23.8 

1,146 

347 

467 

2,926 

609 

226 

17 

261 
57 
115 
664 
109 

56 
4 

3,370 
525 
524 

3,922 
340 

491 

82 

70 

8 

16 

180 

8 

6 

2 

540 
44 
80 

620 
51 

52 
9 

2,719 

Okla 

477 

Oreg 

890 

Pa 

5,629 

R.I 

501 

S.  C    

365 

S.Dak 

73 

Tpnn 

63,  094 
42, 338 
11,831 
7,229 
42,  258 
93,  211 

10,  614 
5,477 
2,436 
1,233 
4,250 

18,  472 

13.30 
13.70 
22.82 
16.88 
12.72 
18.07 

71.3 

23.7 
62.5 
57.4 
40,2 
79.6 

809 
414 
110 
75 
341 
1,060 

104 
111 
27 
15 
71 
215 

804 
2,052 
210 
107 
870 
823 

10 
27 
12 
2 
11 
49 

102 
187 
33 
16 
82 
142 

894 

Tex 

1,356 

Utah      

302 

Vt 

202 

Va  --- 

518 

Wash 

1,684 

W.  Va 

41,  468 

5,302 

15.31 

41.4 

356 

74 

564 

6 

83 

633 

Wis 

35,  263 
2,421 

4,127 
352 

17.  28 

18.51 

27.5 
27.3 

248 
19 

88 
5 

1,140 
109 

19 
6 

213 
11 

573 

Wyo -- 

158 

I  Based  on  number  of  first  payments.  2  Adjusted  for  voided  benefit  checks. 

3  Contributions,  penalties,  and  interest  from  employers,  and  contributions  from  employees.  Adjusted 
for  refunds  of  contributions  and  for  dishonored  contribution  checks. 

*  New  claims,  plus  claims  filed  at  beginning  of  an  additional  spell  of  imemployment  during  a  previously 
established  benefit  year. 

6  Estimated  number  of  different  workers  in  each  State  with  wages  in  covered  employment  in  that  State 
some  time  in  1947;  national  totals  for  each  of  calendar  years  1945  through  1947,  adjusted  for  duplication 
resulting  from  employment  of  individual  workers  in  more  than  1  State  during  the  same  year. 

«  Sum  of  balances  in  State  clearing  accounts,  benefit-payment  account.^:,  and  unemployment  trust  fund 
accounts  maintained  in  the  U.  S.  Treasury.    {Seenext  page  for  rest  of  footnotes.) 
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Table  7. — Unemployment  insurance:  State  accounts  in  the  Federal 
ployment  trust  fund,  by  State,  fiscal  year  1947-48  ^ 

[In  thousands] 


State 

Deposits 

Interest 

Withdrawals 

Balance, 
end  of  year 

Total      .      

$1,007,344 

$147, 156 

s $794, 374 

$7,361,159 

10, 115 
2,028 
3,927 
5,386 
124, 553 
6,423 
6,991 
1,190 
2,315 
8,534 

10, 805 
2,386 
3,809 
53, 376 
12, 053 
10, 087 
6,635 
13, 920 
14,  045 
6,329 

14, 130 

37. 000 
70,  277 
12,  745 
8,100 
23, 428 
3,585 
3,900 
1,585 
3,544 

91, 082 

3,300 

173, 532 

18,  540 

1,290 
35,330 

6,295 
13, 832 
56,  290 

9,465 

7,302 

1,098 

14, 869 

22, 988 

3,900 

2,144 

10, 535 

23,265 

12,811 

14, 990 

1,283 

1,177 
214 
508 
704 
14, 562 
943 

3,946 
288 
911 

1,442 

1,933 

450 

426 

10,  039 

3,790 

1,545 

1,138 

2,099 

1,776 

829 

2,457 

3,649 

4,941 

2,276 

788 

3, 383 

519 

632 

257 

643 

9,668 

320 

21, 134 

2,769 

140 

10, 731 

845 

1,555 

12, 323 

1,310 

991 

165 

2,009 

3,588 

653 

313 

1,605 

2,857 

1,  590 

4,212 

212 

7,750 

1,100 

1,400 

3,750 

136, 000 

1,090 

11,550 

810 

3,015 

6,535 

5,775 
770 
1,450 
48,300 
8,700 
2,400 
2,940 
4, 125 
5,950 
4,650 

9,000 

50,  200 

36,  500 

5,105 

2,120 

13, 950 

1,273 

950 

1,140 

2,992 

62, 125 

600 

169,  400 

5,900 

250 

19,  625 

3,800 

7,625 

47, 500 

41,519 

2,800 
290 

10, 740 
5,400 
2,425 
1,250 
4,100 

18, 160 

5,125 

4,075 

376 

69, 791 

10, 741 

26,364 

35,490 

709,520 

49, 414 

192,  780 

14, 484 

44, 787 

72,853 

98, 105 

23,010 

22,041 

600, 193 

189, 475 

80,603 

68,104 

109,  553 

92,642 

41,355 

123,952 

174, 175 

259, 213 

115,849 

41, 936 

171,930 

26,751 

32,483 

12,861 

27,190 

488, 661 

17, 089 

1,  028,  532 

143,  666 

7,404 

Ohio                              -  

539, 965 

Oklahoma               

43, 105 

79, 429 

617,818 

49,  653 

61,358 

8,522 

101,688 

Texas                      

186,  583 

32, 587 

15, 925 

82, 314 

142, 600 

82, 718 

213, 177 

10, 922 

'  Trust  fund  maintains  a  separate  account  for  each  State  agency,  in  which  are  held  all  moneys  deposited 
from  State  unemployment  funds  and  from  which  State  agencies  withdraw  amounts  as  required  for  benefit 
payments.  Deposits  include  those  not  cleared  by  the  Treasurer  of  the  United  States;  interest  mcludes 
accrued  interest  receivable;  withdrawals  include  outstanding  checks;  these  items  excluded  from  table  3. 

2  Includes  withdrawals  by  New  Jersey  of  $10,000,000  and  by  Rhode  Island  of  $13,968,681  for  disability 
insurance  benefits. 

Source:  Compiled  from  data  furnished  by  the  Treasury  Department,  Bureau  of  Accounts. 

^  For  fiscal  years  1946  and  1947,  represents  advances  for  unemployment  insurance  administration  certified  to 
State  agencies  during  fiscal  year,  including  amounts  reimbursed  to  the  War  Manpower  Commission  and  the 
Department  of  Labor  for  services  and  facilities  provided  to  State  agencies  by  the  United  States  Employment 
Service  and  excluding  amounts  for  services  and  facilities  furnished  to  U.  S.  Employment  Service  by  State 
agencies.  Excludes  for  all  3  fiscal  years  unencumbered  balances  reallotted  to  State  agencies.  Totals 
include,  but  State  figures  exclude,    expenses  for  postage. 

8  See  column  heads  for  period  to  which  data  relate. 

» Includes  $768,000  as  unemployment  insurance  program  share  of  local  office  rent.  .  j  j  c*  * 

10  Includes  amounts  reimbursed  to  the  Department  of  Labor  for  services  and  facilities  provided  btate 
agencies  by  USES  for  July  1-Nov.  15,  1946. 

11  Excludes  $3,276,904  reconversion  unemployment  benefits  paid  to  seamen  for  fiscal  year  1947-48. 

12  Preliminary  estimate.  ''  Excludes  expenses  for  postage  for  Apr.  1-June  30,  1948. 
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Table  8. — Special  types  of  public  assistance  under  plans  approved  by  the  Social 
Security  Administration:  Number  of  recipients  and  average  payment, 
June  1948,  and  total  payments  to  recipients  by  program  and  State,  fiscal 
year  1947-48 

[Corrected  to  Sept.  15,  1948] 


State 


Old-age  assistance 


Number 
or  recip- 
ients, 
June 


Payments  to 
recipients 


Aver- 
age 
pay- 
ment, 
June 


Total, 
fiscal 

year 

(in 
thou- 
sands) 


Aid  to  dependent  children 


Number  of  re- 
cipients, June 


Fam- 
ilies 


Chil- 
dren 


Payments  to 
recipients 


Aver- 
age 
pay- 
ment 
per 
family, 
June 


Total, 
fiscal 
year 
(in 
thou- 
sands) 


Aid  to  the  blind 


Num- 
ber of 
recip- 
ients, 
June 


Payments  to 
recipients 


Aver- 
age 
pay- 
ment, 
June 


Total, 
fiscal 
year 
(in 
thou- 
sands) 


1945-46 

1946-47 

1947-48 

Alabama 

AlasiLa 

Arizona 

Arlransas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Colum 

bia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky. 

Louisiana 

Maine 

Maryland 

Massachusetts. . . 

Michigan... 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire. 

New  Jersey 

New  Mexico 

New  York 

North  Carolina... 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina... 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington. 

West  Virginia 

Wisconsin 

Wyoming 


2,108,216 
2,271,007 
2, 367, 597 


64 
1 
10, 

48, 

188, 

45, 

15 

i; 

2 

58; 


2, 
10 
125, 
50, 
48, 
35: 
51 
56, 
13; 


33 

12, 

51 

203, 

9, 

5, 

16, 

63, 

22, 

47 

3 


$31.  48 
36.06 
38.18 


$761,587 

910,330 

1,037,554 


311,250 
396, 098 
449, 154 


799,  325 
1,009,360 
1,145,816 


$53. 71 
61.76 
66.21 


$172,800 
254, 415 
325, 691 


57,  616 
62, 085 
65, 797 


$32. 89 
37.88 
41.18 


$21, 409 
25,810 
30, 531 
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19.44 
43.69 
47.73 
18.19 
57.09 
63.50 
48.75 
26.07 

40.33 
38.20 

19.13 
32.99 
43.81 
41.24 
32.96 
43.14 
39.52 
19.04 
22.87 
33.49 

33.20 

55.26 
38.82 
44.04 
15.79 
37.54 
39.74 
40.00 
48.70 
40.00 

42.92 
35.79 
49.44 
18.10 
40.56 
42.09 
44.72 
43.86 
36.49 
42.39 

19.81 
33.63 
22.98 
31.39 
47.57 
33.95 
18.59 
57.17 
20.45 
37.71 
49.06 


13,474 

680 

6,114 

9,672 

122, 765 

35, 440 

8,166 

377 

1,097 
25, 153 

16, 784 
774 

5,217 
60, 932 
19,215 
24, 017 
16, 566 
10, 478 
14, 033 

5,507 

4,537 
56, 698 
41, 539 
27, 967 

7,867 
48, 202 

5,070 
11,511 

1,228 

3,143 

11,475 

3,612 

64, 763 

9,082 

4,145 

59, 518 

48, 672 

11,082 

37, 209 

4,366 

7,608 
4,700 

12, 627 

72, 689 
6,116 
2,332 
3,533 

41,313 
5,294 

20,  941 
2,254 


10, 634 
228 
2,464 
9,436 
16, 449 
4,583 
2,867 
365 

1,354 
16, 412 

8,798 
1,453 
l,i 
21,902 
8,444 
4,978 
4,927 
13,  579 
14, 739 
2,500 

5,735 
10, 330 
22, 149 

6,776 

5,683 
20, 461 

1,943 

3,231 

(2) 

1,199 

4,790 
4,718 

45, 381 
9,301 
1,637 

10,869 

23,  539 
2,794 

40, 102 
2,734 

6,149 

1,793 

15,595 

17,485 

2,969 

842 

5,241 

8,554 

11,192 

7,560 

394 


28, 915 

536 

7,154 

24, 599 

37,  945 

12, 558 

7,206 

1,065 

4,103 
40, 385 

22, 664 

4,345 

4,836 

55, 593 

20, 976 

12, 690 

12,  432 

34, 402 

38, 404 

7,181 

16, 638 
25, 574 
51,963 
17, 349 
15, 103 
52, 773 
5,081 
7,660 

m 

3,010 

12, 598 

12, 490 

105,810 

26, 579 

4,465 
29, 571 
58, 702 

7,136 
103, 646 

6,801 

17,302 

4,522 

41, 767 

44, 769 

7,770 

2,262 

15,069 

20, 433 

30, 941 

18, 932 

1,111 


33.05 
31.73 
50.10 
35.30 

109.  94 
76.91 

100. 77 
72.79 

75.36 
42.01 

36.85 
83.82 
87.21 
87.40 
51.09 
72.53 
71.14 
37.46 
40.57 
78.30 

72.41 
102.  49 
77.70 
68.75 
26.29 
46.19 
71.11 
74.68 
(2) 
81.69 

82.23 
54.62 

101.12 
35.73 
87.22 
70.87 
44.17 

100. 19 
81.69 
79.23 

27.00 
46.70 
46.30 
36.00 
102.  68 
48.11 
41.53 
99.24 
40.85 
85.71 
89.81 


3,604 

87 

1,407 

3,454 

17, 249 

3,939 

3,035 

283 

1,133 

7,530 

3,083 
1,290 
1,718 
21,698 
4,697 
3,544 
4,239 
4,996 
6,373 
1,933 

4,665 
11,948 
19,428 
5,239 
1,760 
9,726 
1,502 
2,824 
(2) 
1,115 

4,276 
2,571 

52,  587 
3,575 
1,545 
7,850 

12, 732 
2,755 

35,661 
2,492 

1,934 

965 

7,959 

7,438 

3,118 

421 

2,398 

9,120 

5,137 

7,255 

407 


1,105 

(') 
660 

1,631 

7,404 
388 
150 
127 

219 
2,861 

2,339 
78 
199 
4,642 
1,901 
1,207 

1, 

1,643 
678 

464 
1,257 
1,522 
1,053 
2,132 
(2) 

444 

522 
(2) 

300 

632 

416 
3,546 
3,271 

121 
3,435 
2,586 

386 
(2) 

143 

1,311 

214 

1,939 

5,606 

171 

190 

1,197 

674 

879 

1,290 

116 


22.05 
« 

56.64 
21.01 
72.56 
52.15 
44.44 
30.69 

44.36 
39.47 

22.67 
35.67 
47.75 
42.97 
35.09 
46.49 
41.71 
20.68 
28.11 
33.79 

35.64 
55.09 
43.87 
51.00 
24.08 
(2) 

41.64 
46.03 
(2) 
42.31 

44.97 
39.44 
55.74 
29.39 
42.73 
39.61 
42.82 
50.57 
(') 
46.38 

20.26 
30.97 
32.40 
34.82 
54.58 
38.46 
24.31 
69.77 
23.55 
39.87 
45.78 


265 
(') 
437 
393 
5,797 
231 
68 
44 

112 
1,289 

570 
34 
114 
2,377 
773 
656 
463 
405 
512 
278 

194 
772 
728 
600 
608 


(2) 


208 
257 


(2) 
146 

324 

184 

2,258 

1,007 

59 

1,527 

1,314 

222 

(2) 

75 

338 

76 

682 

2,224 

88 

82 

331 

509 

246 

588 

63 


t  Alaska  does  not  administer  aid  to  the  blind. 
'  No  approved  plan  in  operation. 


839096 — 49- 


-14 


252 


Annual  Report,  Federal  Security  Agency,  1948 


Table  9. — Special  types  of  public  assistance  under  plans  approved  by  the 
Social  Security  Administration:  Federal  grants  certified  and  total  expend- 
itures and  percent  from  Federal  funds,  by  program  and  State,  fiscal  year 

1947-48 

[Amounts  in  thousands;  data  corrected  to  Sept.  15,  1948] 


Federal  grants  certified  • 

Expenditures  for  assistance  and  administration 

Total 

Old-age 

assist- 
ance 

Aid  to 
depend- 
ent 
children 

Aid  to 

the 

blind 

Old-age  assist- 
ance 

Aid  to  depend- 
ent children 

Aid  to  the  blind 

Amount 

Percent 
from 

Federal 
funds 

Amount 

Percent 
from 

Federal 
funds 

Amount 

Percent 
from 

Federal 
funds 

1945-46 

1946-47 

1947-48 

$439, 132 
613,831 
718,  359 

$368,  524 
491,091 
562,  374 

$60, 126 
108,  429 
139, 584 

$10,  482 
14,312 
16,  401 

$806,  472 

960, 363 

1, 093, 942 

46.2 
51.6 
51.8 

$188,  707 
275,  704 
352,  276 

33.3 

38.6 
39.4 

$23, 534 
28,  206 
33,  288 

45.5 
49.9 
49.4 

11, 618 

404 

4,333 

8,849 

63,744 

14,  616 

4,922 

403 

1,213 
20,323 

13, 973 
1,029 
3,425 
41,  695 
14, 322 
14,  477 
11,  437 
10,  531 
13,  659 
4,228 

4,888 
29,  454 
31,  907 
16,  699 

7,029 
34,  801 

3,571 

7,920 
660 

2,325 

7,995 
3,602 

49,  542 
9,225 
2,880 

36,  365 

36,  798 
6,958 

36,  357 
3,  254 

6,676 
3,282 

13,  648 

48,  482 
4,267 
1,675 
4,261 

21,826 
6,842 

14, 603 
1,366 

8,919 

346 

3,255 

6,459 

56, 622 

12,  954 

4,032 

234 

631 
14,  767 

11, 523 
488 
2,770 
32,  915 
11,316 
12,  689 
9,299 
7,057 
9,405 
3,294 

2,614 
25,  783 
24,  597 
14, 103 

5,420 
28.  549 

2,824 

6,710 
660 

1,818 

6,323 
2,112 

31,914 
6,  .155 
2,283 

32, 000 

28,  218 
5,900 

22,  059 
2,305 

5,037 
2,681 
8,332 

42,  605 
3.321 
1,369 
2,534 

18,  970 
3,496 

11,  543 
1,165 

2,526 

58 

876 

2,142 

5,032 

1,542 

854 

137 

520 
4,783 

2,067 

520 

599 

7,465 

2,623 

1,435 

1,873 

3.  203 

3,920 

773 

2,162 
3.315 
6,892 
2,274 
1,227 
6,252 
618 
1,076 

422 

1,475 

1,381 

16,  453 

2,390 

562 

3,494 

7,796 

948 

14,  298 

909 

1,412 

555 

4,906 

4,516 

904 

260 

1,500 

2,666 

3,188 

2,716 

168 

173 

(?) 

202 

249 

2,091 

120 

35 

32 

62 
773 

383 

20 

55 

1,315 

483 

352 

266 

271 

334 

160 

113 

356 
419 
322 
382 
(3) 
129 
134 

85 

197 
109 

1,174 
679 
35 
871 
784 
110 

(?) 
40 

227 

47 

410 

1,362 

41 

46 

228 

190 

158 

345 

32 

14,  272 

711 

6,291 

10, 147 

128,  936 

36,  242 

8,626 

440 

1,225 
26, 178 

18,  204 
897 
5,443 
64,  531 
20,  612 
25,  260 
17,623 

10,  998 
15, 401 

5,881 

4,885 

59. 923 
43, 670 
29,  225 

8,530 
49, 678 

5,364 
12,  237 

1,320 

3,360 

12,  674 
3,890 

70,  418 
9,735 
4,426 

62,  409 

50,  200 

11,  709 
40,  554 

4,608 

8,112 
6,001 
13, 344 
75,  220 
6,329 
2,436 
3,989 

42. 924 
5,681 

22,  009 
2,376 

62.5 
51.2 
51.0 
63.1 
43.6 
35.4 
48.4 
58.7 

52.3 
56.4 

62.8 
53.5 
51.1 
62.5 
57.0 
51.9 
52.1 
63.7 
69.8 
57.1 

56.1 
43.4 
55,8 
50.1 
64.2 
56.9 
55.9 
53.6 
50.9 
52.9 

50.9 
54.2 
46.1 
62.9 
51.6 
62.9 
55.7 
50.2 
55.4 
49.7 

61.9 
57.2 
61.2 
57.9 
61.1 
57.2 
62.3 
44.2 
61.4 
66.4 
48.7 

3,948 
108 
1,514 
3,619 
19, 107 
4,214 
3,204 
340 

1,261 
8,175 

3,310 
1,461 
1,807 
23,136 
5,173 
3,764 
4,610 
5,171 
7,075 
2.035 

5,033 

12, 651 

20,  452 

5,814 

1,925 

10,  538 

1,614 

3,046 

1,156 

4,597 
2,839 

57, 918 
3,919 
1,657 
8,583 

13, 446 
2,972 

39,  248 
2,642 

2,136 
1, 031 
8,418 
7,927 
3,296 

463 
2,749 
9,613 
6,410 
7,726 

446 

61.7 
57.7 
58.2 
60.5 
26.9 
37.5 
29.2 
42.7 

40.5 
67.5 

59.9 
35.4 
33.9 
32.4 
51.4 
38.6 
36.6 
60.6 
54.4 
38.3 

40.7 
27.2 
33.1 
40.3 
63.8 
68.8 
38.9 
34.9 
(3) 
33.1 

34.1 
49.0 
27.4 
61.1 
36.1 
41.6 
58.2 
30.2 
36.9 
33.6 

64.6 
55.1 
58.4 
59.3 
29.4 
58.1 
54.7 
27.3 
59.5 
31.8 
34.8 

286 

455 

415 

6,234 

259 

71 

56 

122 
1,355 

628 
41 
120 
2,697 
882 
717 
503 
426 
563 
297 

208 
806 
759 
691 
638 

237 
274 
(') 
157 

371 

209 

2,692 

1,158 

70 

1,717 

1,362 

234 

80 

376 

81 

707 

2,373 

91 

84 

380 

537 

264 

638 

66 

61.1 

« 

43.8 

Arkansas     

61.2 

California 

34.1 

46.9 

Connecticut 

Delaware 

District   of    Co- 
lumbia  

53.0 
56.6 

50.1 

Florida 

66.x 

Georgia 

60.4 

Hawaii          

60.6 

Idaho            

46.8 

51.7 

56.2 

Iowa               

48.0 

Kansas       .. 

49.9 

Kentucky. 

Louisiana 

Maine     ..        

62.9 
57.2 
67.0 

Maryland 

Massachusetts--. 

Michigan 

Minnesota 

Mississippi 

Missouri        

56.2 
44.1 
64.7 
46.4 
59.9 
(}) 

55.1 

Nebraska 

Nevada       .  -    - 

50.5 

New  Hampshire- 
New  Jersey- 

New  Mexico 

New  York 

North  Carolina- - 
North  Dakota.  . . 
Ohio 

61.9 

60.7 
52.0 
43.6 

57.8 
49.8 
64.7 

Oklahoma. 

66.6 
45.8 

Pennsylvania 

Rhode  Island 

South  Carolina... 

South  Dakota 

Tennessee 

Texas           ..    .- 

47.1 

60.1 
67.7 
67.8 
56.9 

Utah 

46.0 

Vermont 

56.4 

Virginia      

59.3 

Washington 

West  Virginia 

Wisconsin 

Wyoming 

37.9 
69.9 
54.9 
47.8 

1  Amounts  of  Federal  grants  certified  in  fiscal  year;  differ  slightly  from  fiscal  year  expenditures  from  Fed- 
eral funds  reported  by  States. 

2  Alaska  does  not  administer  aid  to  the  blind. 
'  No  approved  plan  in  operation. 
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Table  10. — Maternal  and  child  health  and  welfare  services:  Grants  to  States 
for  maternal  and  child  health  services,  services  for  crippled  children,  and 
child  welfare  services  under  the  Social  Security  Act,  and  for  emergency 
maternity  and  infant  care,    by  program  and  State,  fiscal  year   1947-48  ^ 

[In  thousands] 


\ 


State 


Total 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Virgin  Islands 

Washington 

West  Virginia 

Wisconsin 

Wyoming 


Maternal  and  child  health 
services 


Total 


$10,  564.  5 


366.0 

132.6 

91.0 

172.7 

465.4 

184.0 

85.6 

66.5 

172.5 

311.0 

446.0 
120.2 
110.4 
139.3 
202.8 

72.7 
136.9 
360.8 
273.2 

92.6 

247.0 
237.2 
288.1 
161.5 
370.4 
167.8 
62.7 
111.9 
38.1 
73.2 

106.6 
232.6 
297.8 
290.8 
73.6 
259.9 
167.7 
105.2 
370.4 
511.3 

70.3 
371.3 

65.1 
385.9 
502.9 
102.0 

69.7 
283.5 

50.6 
151.6 
238.9 

76.5 

20.2 


Fund  A 


$5, 107. 1 


119.3 

37.4 
44.3 
71.5 
323.1 
65.2 
72.3 
38.3 
55.7 
96.4 

131.2 

50.8 
63.4 
115.1 
127.3 
58.5 
78.2 
113.2 
109.3 
54.8 

90.0 
134.0 
216.6 
88.0 
104.7 
78.4 
44.1 
70.4 
21.7 
55.3 

101.3 

66.4 

247.1 

71.6 

51.6 

192.5 

109.3 

72.7 

247.4 

164.7 

61,9 
98.5 
34.4 
116.7 
263.5 
63.2 
48.2 
117.9 
36.3 
84.7 
79.5 
42.7 
6.4 


FundB 


$5,  457. 4 


246.7 
95.2 
46.6 
101.2 
142.3 
118.8 
13.3 
28.2 
116.8 
214.6 

314.9 
69.4 
47.0 
24.2 
75.5 
14.2 
58.7 
247.5 
163.9 
37.8 

157.0 
103. 1 
71.5 
73.4 
265.7 
89.4 
18.6 
41.5 
16.4 
17.9 

5.2 

166.2 

50.7 

219.2 

22.0 

67.3 

58.4 

32.6 

122.9 

346.5 

8.4 

272.8 

30.8 

269.2 

239.4 

38.9 

21.5 

165.6 

14.4 

66.9 

159.4 

33.8 

13.8 


Services  for  crippled  children 


Total 


$7, 423. 0 


286.6 
128.6 
91.2 
227.1 
294.0 
117.2 
86.2 
19.5 
67.1 
130.8 

194.9 
136.1 

63.3 
212.2 
106.1 
143.8 

85.5 
239. 9 
175.7 

57.2 

181.9 
92.9 
193.6 
170.5 
219.7 
59.0 
85.2 
90.3 
47.6 
23.4 

150.2 
74.7 
171.1 
228.0 
76.5 
207.6 
186.0 
106.2 
262.0 
123.2 

102.8 
279.0 

75.2 
135.9 
232.8 
127.1 

45.5 
277.2 

87.5 
139.4 
134.8 
161.1 

12.5 


Fund  A 


,  674. 1 


101.4 
26.2 
49.1 
74.0 

145.0 
50.8 
54.2 
13.8 
26.0 
60.0 

90.3 
.35.5 
38.8 
145.8 
75.8 
72.8 
59.8 
93.9 
82.9 
31.7 

69.2 
77.5 
123.4 
73.8 
69.7 
44.7 
42.1 
51.1 
25.7 
20.7 

82.4 
38.7 

137.8 
99.1 
44.3 

140.6 
68.4 
54.7 

193.5 
33.3 

38.9 
78.6 
41.4 
87.1 

129.6 
37.3 
31.1 

119.4 
81.6 
54.4 
64.7 
80.2 
11.3 


FundB 


$3,  748. 9 


185.2 
102.4 
42.1 
153.1 
149.0 
66.4 
32.1 
5.7 
41.1 
70.8 

104.6 
100.6 
24.5 
66.4 
30.3 
71.0 
25.7 
146.0 
92.8 
25.5 

112.6 
15.3 
70.2 
96.7 

150.0 
14.3 
43.1 
39.1 
22.0 
2.6 

67.8 
36.0 
33.3 

128.9 
32.3 
67.0 

117.7 
51.5 
68.5 


63.9 
200.4 
33.8 
48.9 
103.2 
89.8 
14.4 
157.8 
5.8 
85.0 
70.0 
81.0 
1.1 
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40.1 
58.9 
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33.3 
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62.9 


26.2 
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31.3 
90.4 
115.5 
61.6 
137.7 
118.1 
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58.7 
25.0 
62.9 
109.1 
102.4 
115.8 
41.3 
39.8 
21.9 
28.1 

42.8 
39.3 
84.9 

106.1 
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138.7 
84.3 
31.5 

134.9 
74.3 

30.1 
80.5 
25.2 
64.5 
212.3 
37.4 
34.3 
77.7 
15.8 
54.6 
90.1 
79.7 
19.1 
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Letter  of  Transmittal 


Federal  Security  Agency, 
Social  Security  Administration, 

Washington,  D.  C,  October  31,  1949. 

The  Honorable  Oscar  R.  Ewing, 
Federal  Security  Administrator. 

Dear  Mr.  Ewing:  The  Social  Security  Administration  transmits 
herewith  its  annual  report  for  the  fiscal  year  ended  June  30,  1949, 
for  submittal  to  the  Congress  as  required  by  section  704  of  the  Social 
Security  Act. 

The  report  outlines  accomplishments  during  the  year  in  the  pro- 
grams for  which  the  Administration  has  Federal  responsibilities,  as 
well  as  recommendations  for  strengthening  the  present  programs,  made 
in  accordance  with  the  statutory  mandate  under  section  702  of  the 
Social  Security  Act. 

Respectfully  submitted. 

Arthur  J.  Altmeyer, 

Commissioner  for  Social  Security. 
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Federal  Security  Agency 

The  Federal  Security  Agency  was  established  on  July  1,  1939,  by 
Reorganization  Plan  No.  1  of  1939.  The  objective  of  the  Plan,  the 
President  said,  was  to  group  together  those  agencies  of  the  Govern- 
ment whose  major  purpose  was  to  promote  social  and  economic  secu- 
rity, educational  opportunity,  and  the  health  of  the  citizens  of  the 
Nation.  Among  the  agencies  so  grouped  by  that  Plan  and  by  Reor- 
ganization Plan  No.  2  of  1939  were  the  Social  Security  Board  (includ- 
ing the  United  States  Employment  Service),  the  Office  of  Education, 
the  Public  Health  Service,  and  the  Federal  functions  of  the  American 
Printing  House  for  the  Blind. 

Reorganization  Plan  No.  4  of  1940,  effective  June  30,  transferred 
to  the  Agency  the  Food  and  Drug  Administration,  Saint  Elizabeth 
Hospital,  Freedmen's  Hospital,  and  the  Federal  functions  relating  to 
Howard  University  and  to  the  Columbia  Institution  for  the  Deaf. 

During  the  war  the  Agency  became  the  center  around  which  numer- 
ous war  activities  were  developed.  In  addition  to  other  war  functions, 
the  Federal  Security  Administrator  became  Chairman  of  the  War 
Manpower  Commission,  established  in  September  1942.  When  the 
Commission  was  aboHshed  at  the  end  of  the  war,  the  United  States 
Employment  Service,  transferred  from  the  Agency  to  the  Commission 
on  its  establishment,  was  then  transferred  to  the  Department  of  Labor. 
The  Agency  was  further  expanded  by  Reorganization  Plan  No.  2 
of  1946.  Among  other  things  this  plan,  effective  July  16,  abolished 
the  Social  Security  Board  and  transferred  to  the  Administrator  all 
the  functions  of  the  Board  and  of  its  Chairman;  transferred  to  the 
Agency  the  Children's  Bureau  with  all  its  functions  except  those 
relating  to  child  labor;  and  abolished  the  Employees'  Compensation 
Commission  and  transferred  its  functions  to  the  Administrator.  As 
of  the  same  date,  the  Administrator  established  the  Social  Security 
Administration,  comprising  the  program  bureaus  formerly  in  the 
Social  Security  Board  and  also  the  Children's  Bureau. 

Legislative  enactments  of  June  1948  again  transferred  the  United 
States  Employment  Service  to  the  Agency,  as  of  July  1,  and  adminis- 
tration of  the  Federal  Credit  Union  Act,  as  of  July  29.  The  Employ- 
ment Service  was  placed  in  the  Bureau  of  Employment  Security  of 
the  Social  Security  Administration,  and  the  Bureau  of  Federal  Credit 
Unions  also  was  placed  within  that  Administration. 

The  organization  of  the  Agency  at  the  close  of  the  fiscal  year  1949 
is  shown  on  the  accompanying  chart. 
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The  protection  afforded  by  existing  social  insurance  programs 
continued  to  grow  during  the  fiscal  year  1949.  Although  unemploy- 
ment increased,  more  persons  were  at  work  in  an  average  month  than 
in  the  preceding  year.  Fifty  million  persons  earned  wage  credits 
under  old-age  and  survivors  insurance  in  the  calendar  year  1948,  and 
46  million  workers  had  some  employment  covered  by  State  unemploy- 
ment insurance. 

On  January  1,  1949,  some  38  million  workers  were  fully  insured 
under  old-age  and  survivors  insurance  and  thus  could  be  entitled  to 
old-age  benefits  upon  retirement  at  age  65  or  later  if  they  maintained 
insured  status.  Under  the  same  program,  43  million  workers  had 
earned  enough  wage  credits  to  make  either  a  lump  sum  or  a  monthly 
benefit  available  to  their  survivors  m  the  event  of  death.  Thirty- 
seven  million  persons  had  enough  earnmgs  in  covered  jobs  m  1948 
to  qualify  for  benefit  in  the  event  of  unemployment.  All  these  figures 
were  the  highest  since  the  programs  came  into  operation.  At  the  end 
of  the  fiscal  year,  the  assets  of  the  old-age  and  survivors  insurance 
trust  fund  stood  at  a  peak  level,  while  the  assets  of  the  unemployment 
insurance  trust  fund  were  only  slightly  below  the  June  1948  peak. 

Experience  in  the  fiscal  year  1949  showed  the  importance  of  the 
social  security  program  to  workers  and  others  affected  by  economic 
fluctuations  even  when  the  economy  is  operating  at  a  relatively  high 
level.  The  year  was  marked  by  record  outlays  for  social  insurance 
benefits  and  for  payments  for  the  special  types  of  pubhc  assistance. 
Some  of  the  growth  in  expenditures  was  attributable  to  the  increase 
in  population  and  the  labor  force  and  to  the  rise  in  unemployment. 
Part  of  it  reflected  the  increase,  effective  October  1948,  in  Federal 
funds  for  pubhc  assistance.  Part  represented  the  expected  growth  in 
programs  that  have  yet  to  achieve  maturity,  preeminently  old-age 
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insurance,  to  which  a  growing  number  of  aged  persons  are  entitled 
when  they  retire. 

Five  and  one-half  million  workers  drew  unemployment  benefits, 
almost  half  again  as  many  as  in  the  preceding  fiscal  year.  Expendi- 
tures for  benefits  to  insured  unemployed  individuals  rose  from  $800 
million  to  $1,2  billion.  Payments  to  beneficiaries  of  old-age  and  sur- 
vivors insurance  totaled  $607  million,  as  compared  with  $512  million 
in  the  preceding  fiscal  year.  In  June  1949,  2.6  milhon  persons  were 
receiving  monthly  benefits  under  this  program,  18  percent  more  than 
in  June  1948.    The  number  of  recipients  of  aid  to  the  blind  increased 


Chart    2. — INSURANCE   AND   ASSISTANCE   PAYMENTS 
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7  percent  during  the  same  period,  the  number  of  old-age  assistance 
recipients  1 1  percent,  the  number  of  children  receiving  aid  to  depend- 
ent children  19  percent,  and  the  number  of  general  assistance  cases 
26  percent.  For  the  four  public  assistance  programs  as  a  whole,  ex- 
penditures for  assistance  payments  totaled  $2.0  billion,  23  percent 
more  than  in  1947-48. 

These  outlays  for  benefit  and  assistance  payments,  most  of  which 
went  to  the  lower  income  groups  in  the  Nation,  were  a  significant 
contribution  toward  maintaining  purchasing  power  in  the  face  of 
declining  income  from  production. 
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The  year  also  registered  progress  in  maternal  and  child  health,  in 
child  welfare,  and  in  standards  of  public  assistance.  Fewer  mothers 
died  in  childbirth,  and  fewer  infants  in  their  first  year  of  life.  Services 
for  mothers  and  children  were  strengthened  and  extended  to  new 
areas,  and  new  programs  for  infants  and  children  with  special  needs 
were  initiated.    State  pubhc  assistance  laws  were  hberalized  to  assure 

Chart  3— BENEFICIARIES  AND  RECIPIENTS  UNDER  THE  SOCIAL  SECURITY  ACT 
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more  effective  coverage  of  the  needy  population  and  more  nearly 
adequate  assistance.  Progress  was  made  in  helping  States  establish 
a  State-wide  standard  of  economic  security  for  the  needy.  Additional 
Federal  funds  made  available  under  the  1948  amendments  to  the  Social 
Security  Act  enabled  most  States  to  increase  their  assistance  payments. 
More  effective  coordination  in  handling  of  manpower  problems  and 
in  identifying  areas  of  rising  unemployment  for  action  by  government 
was  achieved  by  the  integration  of  the  U.  S.  Employment  Service  with 
the  Social  Security  Administration's  Bureau  of  Employment  Security, 
effective  July  1,  1948.^  In  recognition  of  the  role  of  voluntary  thrift 
in  promoting  family  security,  Congress  also  transferred  from  the 
Federal  Deposit  Insurance  Corporation  to  the  Federal  Security 
Agency  the  administration  of  the  Federal  Credit  Union  Act  as  of 
July  29,  1948,  resulting  in  the  estabhshment  in  the  Social  Security 
Administration  of  the  Bureau  of  Federal  Credit  Unions.  Extension 
of  credit  union  services  to  all  who  can  be  reached  will  result  in  a  marked 
increase  in  the  number  of  solvent  families  in  the  United  States.  It 
will  also  reduce  the  exploitation  of  people  of  small  means  which,  in 

»  Effective  August  20, 1949.  the  Bureau  of  Employment  Security  was  transferred  to  the  Labor  Department 
under  Reorganization  Plan  No.  2. 
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the  United  States  as  in  other  countries,  has  been  practiced  by  illegal 
lenders  through  excessive  charges  for  the  use  of  money  and  credit. 

Among  events  during  the  year  of  special  significance  for  the  coun- 
try's social  security  program  were  the  completion  by  the  Advisory 
Council  on  Social  Security  to  the  Senate  Finance  Committee  of  its 
reports  on  public  assistance  and  unemployment  insurance,  the  release 
by  the  Commission  on  Organization  of  the  Executive  Branch  of  the 
Government  of  its  recommendations  in  the  field  of  social  security, 
and  the  extensive  hearings  held  by  the  House  Ways  and  Means 
Committee  in  the  spring  of  1949  on  needed  changes  in  the  old-age 
and  survivors  insurance,  public  assistance,  and  child  welfare  programs. 
The  Committee's  recommendations  in  both  fields  were  pending  as 
the  fiscal  year  ended.^  Increasing  pressure  for  various  types  of  pen- 
sions and  health  and  disability  insurance  under  union-management 
contracts  emphasized  the  lag  in  the  development  of  the  public  pro- 
grams and  the  urgent  need  for  action  to  expand  and  strengthen  pubhc 
provision  for  social  security  to  meet  the  needs  of  all  persons. 

The  year's  developments  left  unchanged  the  major  gaps  and  defi- 
ciencies in  the  existing  framework  of  social  security  protection. 

Two  earners  in  every  five  in  an  average  week  in  the  first  half  of 
1949  were  in  employment  or  self-employment  not  covered  by  old-age 
and  survivors  insurance;  three  wage  or  salary  workers  in  every  10 
had  no  protection  against  the  risk  of  unemployment.  Benefits  under 
both  programs  were  low  in  relation  to  living  costs. 

New  York  and  Washington  joined  the  small  roster  of  States  (Cali- 
fornia, New  Jersey,  and  Rhode  Island)  with  legislation  for  temporary 
disability  insurance,  but  the  great  majority  of  the  country's  workers 
remained  without  substantial  protection  against  wage  losses  due  to 
illness. 

Railroad  and  government  employees  continued  to  be  the  only  sizable 
group  of  workers  with  public  provision  assuring  some  continuity  of 
income  during  permanent  disability. 

Most  Americans  were  without  adequate  provision  for  meeting  the 
costs  of  serious  illness. 

In  some  parts  of  the  country,  public  assistance  was  not  available 
to  all  needy  persons,  and  the  income  of  many  public  assistance  recip- 
ients, including  their  assistance  payment,  remained  below  the  sub- 
sistence level.  Maternal  and  child  health  and  welfare  services  were 
not  available  in  all  areas. 

These  shortcomings  of  the  present  system  are  not  caused  by  any 

2  The  recommendations  were  embodied  in  H.  K.6000,  introduced  by  the  chairman  of  the  Committee  on 
August  15, 1949.    The  bill  passed  the  House  of  Representatives  on  October  5. 
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fundamental  conflict  over  the  objectives  of  social  security.  They 
are  due,  instead,  to  the  uneven  development  of  provisions  for  meeting 
the  changing  needs  of  a  highly  industrialized  country. 

As  in  the  development  of  measures  to  promote  educational  oppor- 
tunities and  further  the  health  and  welfare  of  the  population,  the 
programs  now  included  under  the  broad  term  of  social  security  were 
adopted  at  different  times  to  meet  emergent  situations  or  the  specific 
needs  of  groups  whose  insecurity  had  gained  public  recognition.  The 
legislation  grew  out  of  a  positive  need  for  action  and  fitted  into  a 
developing  pattern  of  governmental  responsibihty.  Inevitably  the 
result  has  been  a  patchwork  system,  with  major  gaps  in  the  protection 
afforded  under  the  system,  serious  differences  in  the  protection  avail- 
able to  dift'erent  groups,  and  certain  undesirable  and  unwarranted 
overlappings  among  the  separate  programs.  Even  the  Social  Security 
Act,  significant  as  it  was,  was  characterized  by  the  Committee  on 
Economic  Security  as  a  piecemeal  approach,  "dictated  by  practical 
consideratioDs"  but  only  a  part  of  "the  complete  program  which  we 
must  have  ere  long." 

Over  the  years,  some  progress  has  been  made  toward  a  more  com- 
plete and  comprehensive  program.  Certain  legislative  changes,  on  the 
other  hand,  have  worked  toward  less  comprehensive  coverage  and  more 
stringent  limitations  of  the  basic  objectives.  It  has  become  necessary 
to  reexamine  the  whole  series  of  measures  relating  to  social  security, 
to  remove  inequities,  fill  in  gaps,  extend  and  coordinate  provisions 
that  have  proved  useful,  and  thus  to  work  out  a  program  that  will  be 
safer,  stronger,  and  more  effective. 

Congress  recognized  the  need  for  a  thoroughgoing  review  of  the 
whole  program  in  resolutions  adopted  in  1945,  1946,  and  1947,  author- 
izing the  Ways  and  Means  Committee  in  the  House  and  the  Finance 
Committee  in  the  Senate  to  study  the  need  for  changes  in  the  Social 
Security  Act.  The  reports  of  the  technical  staff  to  the  Ways  and 
Means  Committee  (1946)  and  of  the  Advisory  Council  on  Social 
Security  to  the  Finance  Committee  (1948,  1949)  call  attention  to  the 
impressive  gains  in  economic  security  made  since  1935,  but  under- 
score at  the  same  time  the  continuing  deficiencies  in  protection  and 
the  need  for  new  and  broader  legislation.  These  reports,  the  testi- 
mony offered  before  congressional  committees,  and  the  studies  of  the 
Social  Security  Administration  provide  the  basis  for  the  recommenda- 
tions which  foUow.  After  nearly  14  years'  experience  under  the  Social 
Security  Act,  the  Social  Security  Administration  believes  that  this 
country  now  has  the  information  and  experience  necessary  to 
strengthen  social  security  in  the  United  States. 
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A  Program  for  the  Nation 

The  necessary  changes  can  be  accomphshed  most  effectively  and 
economically,  the  Social  Security  Administration  beheves,  by  a  com- 
prehensive social  security  program,  based  on  a  national  system  of  con- 
tributory social  insurance  that  would  enable  the  great  majority  of  gain- 
ful workers  and  their  families  to  maintain  independence  in  the  face  of 
all  common  threats  to  economic  security.  Even  with  a  well-developed 
contributory  insurance  system,  however,  there  will  always  be  some  per- 
sons who  will  fail  to  qualify  for  insurance  benefits  or  whose  benefits 
prove  inadequate  for  family  maintenance  or  who  need  a  variety  of 
services  for  which  they  turn  to  a  pubhc  welfare  agency.  For  these 
groups  there  should  be  a  supplementary  Federal-State  system  of 
comprehensive  welfare  programs,  including  pubhc  assistance  and  fam- 
ily, adult,  and  child  welfare  services,  as  well  as  services  to  safeguard 
the  health  of  mothers  and  children. 

A  single  basic  Nation-wide  insurance  system  would  bring  uito  proper 
relationships  the  eligibility  conditions,  the  amounts  and  duration  of 
benefits,  and  the  financing  of  the  various  programs.  Moreover,  the 
cash  benefits  paid  would  reflect  more  closely  the  wage  loss  the  bene- 
ficiary has  actually  suffered,  since  his  earnings  in  any  job  v/ould  be 
counted  in  computing  his  benefits. 

Experience  in  the  operation  of  old-age  and  survivors  insurance,  the 
most  comprehensive  single  program  of  -social  insurance  in  this  coun- 
try, has  clearly  demonstrated  the  feasibihty  of  decentralized  adminis- 
tration of  a  Federal  program  giving  individuahzed  services  through 
local  offices  that  become  as  closely  interwoven  with  the  life  of  the 
local  community  as  the  local  post  office.  It  is  also  possible  and  desir- 
able to  have  advisory  councils  and  appeals  bodies  in  the  various  areas 
of  operation.  Such  bodies  would  provide  for  appropriate  representa- 
tion of  the  general  pubhc,  of  the  persons  who  contribute  to  the  system, 
and  of  the  professional  mterests  of  particular  groups,  such  as  the 
medical  and  allied  professions  and  hospitals. 

Coordination  of  Social  Insurance  Policy 

Old-age  and  survivors  insurance  and  unemployment  insurance 
cover  largely  the  same  workers  and  should  move  in  the  direction  of 
greater  uniformity  of  coverage.  A  close  relationship  now  exists 
between  these  insm-ance  programs  of  the  Social  Security  Act  in  the 
exchange  of  information  on  new  employers  and  in  preparation  of  data 
for  estimates  of  employment  and  wages.  As  programs  for  permanent 
and  temporary  disabihty  and  health  insurance  are  added  to  the  social 
security  system,  the  same  wage  records  and  the  same  central,  area, 
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and  local  office  staffs  can  be  utilized,  thus  assuring  simplified,  economi- 
cal, and  decentralized  administration. 

In  the  development  of  legislative  and  administrative  provisions  for 
a  comprehensive  system,  innumerable  elements  such  as  eligibility 
provisions,  benefit  formulas,  dependents'  benefits,  claims  and  appeals 
procedm-es,  and  investment  policies  are  common  to  more  than  one 
program.  The  development  of  temporary  disability  insurance,  for 
example,  involves  close  coordination  with  unemployment  insurance, 
permanent  disability  insurance,  and  health  and  medical  care  plans. 
Problems  of  medical  certification  and  rehabilitation  are  closely  related 
aspects  of  temporary  disability,  permanent  disability,  and  health 
insurance.  In  any  consideration  of  social  secm-ity  legislation,  the 
cost  of  a  specific  program  must  be  weighed  in  relation  to  the  costs  of 
other  programs  and  proposals.  Methods  of  raising  funds  for  a  par- 
ticular program  through  pay-roll  taxes  or  general  revenues  and  the 
effect  of  these  methods  on  the  economy  should  be  evaluated  in  relation 
to  methods  used  in  other  programs. 

The  Social  Security  Administration  believes  that  a  comprehensive 
contributory  social  insurance  system  should  be  financed  in  part 
through  a  Government  contribution  as  well  as  the  contributions  of 
employers  and  employees.  Provision  for  Government  contribution  for 
old-age  and  survivors  insurance,  if  receipts  from  pay-roll  taxes  should 
become  insufficient,  is  already  on  the  statute  books.  A  three-way  divi- 
sion of  cost  makes  possible  a  fair  assessment  of  the  three  types  of  re- 
sponsibility inherent  in  social  insurance — individual,  industrial,  and 
social.  Since  a  very  large  proportion  of  the  population  would  have 
protection  under  such  a  system,  a  Government  contribution  from 
general  tax  funds  would  be  warranted.  The  stabilizing  effects  of  a 
comprehensive  and  adequate  system  would  be  of  importance  even  for 
persons  who  did  not  share  in  it  directly,  and  public  costs  otherwise 
necessary  for  assistance  would  be  gradually  reduced  as  the  insurance 
system  took  over  responsibilities  that  must  now  be  financed  from 
general  tax  funds. 

Costs  of  a  comprehensive  system  of  social  insurance  must  be  con- 
sidered in  relation  to  the  public  and  personal  costs  that  exist  in  its 
absence.  Whether  or  not  there  is  social  insurance,  substantially  the 
same  costs  exist  in  the  form  of  losses  of  earnings  from  sickness,  disa- 
bility, unemployment,  old  age,  and  death,  and  in  medical  bills. 
When  social  insurance  is  lacking,  these  charges  appear  in  the  costs 
borne  by  the  families  concerned  and  the  public  that  also  foots  a  con- 
siderable part  of  the  bill  for  relief  and  pubhc  welfare  services,  and  in 
the  loss  of  potential  business  and  national  income  when  many  fami- 
lies are  in  economic  distress.  With  social  insurance,  large  losses 
suffered  by  a  part  of  the  population  are  distributed  over  the  entire 
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population.  The  relatively  small  but  regular  amounts  paid  out  in 
social  insurance  benefits  have  an  importance  far  beyond  their  size,  both 
for  those  who  receive  them  and  for  the  economy  as  a  whole. 

Whatever  method  is  adopted  for  achieving  a  comprehensive  social 
insurance  system,  the  Social  Security  Administration  beheves  that  the 
employment  security  program  should  continue  to  be  related  to  the 
Nation's  social  insm^ance  system.  Only  by  effective  coordmation  of 
the  enthe  field  of  social  insurance  can  the  social  security  program  make 
its  maximum  contribution  to  individual  and  family  security  as  well  as 
to  the  stability  of  business  and  the  economy  m  general. 

The  Social^Security  Administration  also  beheves  that  there  should 
be  constant   review  of  the  entire  social  security  program,  so  that 
adjustments  can  be  made  from  time  to  time  to  accord  with  economic 
developments  and  experience.     Numerous  proposals  have  been  made 
for  changes  in  the  programs,  which  require  continuing  study  and 
review.     Such  review  and  study  require  an  adequate  staff  and  suffi- 
cient appropriations  to  carry  on  effectively  the  necessary  basic  re- 
search.    Sufficient  funds  should  be  made  available  so  that  advisory 
committees,  representing  the  general  public,  the  persons  who  contrib- 
ute to  the  system,  and  the  professional  interests  of  particular  groups 
concerned  with  a  program  can  meet  frequently,  and  so  that  the  Social 
Security  Administration  can  have  the  staff  necessary  to  supply  the 
members  of  such  committees  with  relevant  and  current  information. 
Experience  with  advisory  councils  in  1935,  1938,  and  1948  indi- 
cates, the  Administration  believes,  the  desirability  of  having  an  over-all 
advisory  council  periodically  study  the  operation  of  the  program  and 
make  recommendations  for  legislative  changes.     The  Administration 
believes  that  the  basic  statute  should  provide  for  such  periodic  review. 
At  the  end  of  the  fiscal  year,  about  80  million  livuig  persons  had 
built  up  wage  credits  under  old-age  and  survivors  uisurance.     Some 
2.6  million  persons  were  receivmg  regular  monthly  insurance  benefits. 
Some  37  million  persons  were  insured  under  State  unemployment 
insurance  laws.     Approximately  5  million  needy  persons  were  receiv- 
ing pubhc  aid.     Next  to  national  defense,   expenditures  for  social 
security,  broadly  defined  to  include  veterans'  pensions  and  health 
and  related  programs,  are  the  largest  single  item  in  the  Federal  budget. 
Federal  grants  to  the  States  for  social  security  purposes  amount  to 
more  than  60  percent  of  all  Federal  grants.     State  unemployment 
insurance  contributions  account  for  approximately  one-ninth  of  total 
State  tax  collections. 

The  size  and  importance  of  such  a  major  segment  of  aU  public 
expenditures  warrant  not  only  the  appropriation  of  adequate  funds  for 
research  but  also  the  appropriation  of  sufficient  funds  for  pubhc 
information.     Right    now,    many    individuals    are    losing    valuable 
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benefit  rights  because  they  lack  information  about  the  program.  In 
a  Nation-wide  and  dynamic  program  that  affects  actually  or  poten- 
tially the  economic  security  and  well-being  of  the  vast  majority  of  the 
population,  such  information  must  be  provided  continuously  if  the 
taxpayers,  the  beneficiaries,  and  the  public  as  a  whole  are  to  know  the 
provisions  enacted  by  Congress  for  their  protection  and  their  rights 
and  obligations  under  the  law. 

Summary  of  Recommendations 

The  reports  of  the  Advisory  Council  and  the  legislative  hearings 
and  other  developments  of  the  past  year  have  emphasized  the  fact 
that  the  present  limited  system  of  social  security,  comprising  the 
various  programs  operating  under  the  Social  Security  Act  and  under 
other  separate  legislative  measures,  is  an  inadequate  and  inequitable 
way  of  providing  basic  economic  and  social  security  for  the  Nation's 
gainfully  employed  persons  and  their  families. 

In  presenting  the  following  summary  of  the  major  recommendations 
for  a  comprehensive  program,  which  are  discussed  in  subsequent 
sections  of  this  report,  the  Social  Security  Administration  once  more 
reaffirms  its  conviction  that  current  economic  conditions  offer  an 
exceptional  opportunity  to  develop  a  comprehensive  program  that 
will  provide  the  basic  essentials  of  social  security  for  all  persons  in 
all  parts  of  the  Nation.  It  believes  that  a  Nation  with  an  annual 
income  in  excess  of  $200  billion  cannot  afford  not  to  strengthen  all 
the  economic  and  social  defenses  of  free  citizens  in  a  democracy. 

A   COMPREHENSIVE    SOCIAL    SECURITY   PROGRAM 

A  comprehensive,  basic  national  system  of  contributory  social  in- 
surance.— This  basic  program,  covering  all  major  risks  to  economic 
security  and  all  workers  and  their  dependents  threatened  by  such 
risks,  would  include  insurance  against  wage  loss  in  periods  of  dis- 
ability and  against  costs  of  medical  care,  for  which  no  general  pro- 
vision now  exists  in  the  United  States,  as  well  as  old-age  and  survivors 
insurance  and  unemployment  insurance.  Cash  benefits  would  be 
related  to  past  earnings  and  additional  benefits  provided  for  de- 
pendents. The  program  would  be  designed  to  eliminate  existing 
gaps  in  the  coverage  of  both  persons  and  risks,  to  remove  present 
inequities  in  the  protection  of  workers  and  their  families  and  in  the 
financial  burdens  of  employers,  and  to  provide  a  consistent  relation- 
ship, not  only  among  the  insurance  provisions  for  the  various  risks 
covered  but  also  between  the  provisions  of  the  basic  system  and  those 
of  supplementary  special  systems  in  effect  for  particular  groups.  As 
compared  with  separate  programs  to  meet  particular  risks,  such  a 
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comprehensive  system  would  reduce  administrative  costs  and  report- 
ing burdens  and  simplify  arrangements  as  they  affect  workers,  em- 
ployers, and  public  agencies. 

A  comprehensive  programlqf  public  welfare,  including  public  assistance 
and  family  and  adult  welfare  services .—Vnder  this  program,  on  a 
Federal-State  basis,  payments  and  services  financed  from  Federal  and 
State  funds  would  be  available  to  any  needy  person  in  the  United 
States,  irrespective  of  the  reason  for  need.  The  Federal  financial 
contribution  to  such  a  program  should  be  designed  to  remove  the 
great  disparities  now  existing  in  the  treatment  of  various  classes  of 
needy  persons  and  to  reduce  the  disparities  among  the  same  programs 
in  different  parts  of  the  country.  The  Federal  Government  should 
participate  in  payments  made  directly  to  individuals  or  to  agencies 
authorized  to  supply  medical  services  to  needy  persons. 

The  role  of  pubhc  welfare  agencies  should  be  strengthened  by  Fed- 
eral participation  in  social  welfare  services  for  families  and  adults. 
Federal  grants  should  be  available  to  assist  the  States  in  developing 
such  services  to  famihes  and  individuals  who  turn  to  the  pubhc  welfare 
agencies  for  help  that  will  enable  them  to  keep  the  family  together, 
to  become  self-supporting,  to  make  use  of  community  resources,  or  to 
solve  individual  problems  in  family  or  community  adjustment.  Ke- 
search  should  be  conducted  on  the  causes  of  dependency  and  other 
factors  affecting  family  hfe. 

A  comprehensive  program  of  health  and  welfare  services  for  children 
and  research  in  child  lifc—^woh  a  plan  should  provide  for  the  progres- 
sive development  of  the  full  range  of  health  and  welfare  services 
essential  to  the  physical,  emotional,  and  social  well-being  of  our  chil- 
dren, so  that  all  children,  wherever  they  hve  and  whatever  theh  income 
or  race,  would  have  access  to  such  services.  Research  and  investiga- 
tion in  child  hfe  are  essential  in  supporting  and  guiding  the  develop- 
ment of  these  services  and  emicliing  our  knowledge  and  understanding 
of  the  needs  of  children.  Such  research  should  approach  the  problems 
of  child  hfe  from  the  point  of  view  of  the  total  child,  his  growth  and 
development,  and  his  place  in  society. 

A  comprehensive  credit  union  program. — Under  this  program, 
credit  unions  sponsored  by  employers,  labor  unions,  and  other  groups 
would  be  strengthened  to  become  more  effective  instruments  of  self- 
help  in  promoting  habits  of  thrift  and  better  employee-employer 
relations. 

Legislative  changes  that  would  assist  in  the  achievement  of  the 
objectives  outhned  above  are  discussed  more  fully  in  subsequent 
chapters.     In  brief,  the  recommendations  include: 
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OLD-AGE   AND    SURVIVORS    INSURANCE 

Coverage  of  all  gainful  workers,  including  agricultural  and  domestic 
employees,  public  employees  and  members  of  the  armed  forces,  em- 
ployees of  nonprofit  organizations,  railroad  employees,  and  seK-em- 
ployed  persons,  including  farmers,  small  businessmen,  and  professional 
persons.  Relaxation  of  geographical  limitation  on  coverage  to  include 
Puerto  Rico  and  the  Virgin  Islands  and  foreign  service  by  American 
citizens  for  American  employers. 

Repeal  of  the  legislation  eliminating  certain  salesmen  and  adult 
news  vendors  from  coverage. 

Changes  in  the  average  monthly  wage  and  benefit  formula  to  in- 
crease benefits  materially,  increases  in  both  minimum  and  maximum 
benefit  amounts,  and  continuation  of  the  1-percent  increment  in  the 
benefit  for  each  year  an  individual  is  in  covered  employment. 

Increase  to  $4,800  a  year  in  the  maximum  amount  of  earnings 
taxable  and  to  $400  in  the  maximum  average  monthly  wage  on  which 
benefits  are  computed;  expansion  of  the  definition  of  taxable  wages 
to  include  all  tips,  gratuities,  and  dismissal  wages. 

Increase  in  the  amount  of  earnings  a  beneficiary  may  receive  in 
covered  employment  without  suspension  of  monthly  benefits. 

Reduction  of  the  qualifying  age  for  all  women  beneficiaries  from 
65  to  60  years. 

Changes  in  eligibility  requirements  to  make  it  easier  for  persons  in 
newly  covered  employments  and  persons  of  advanced  age  to  qualify 
for  benefits. 

Greater  uniformity  and  greater  equity  in  defining,  for  purposes  of 
the  insm-ance  system,  family  relationships  and  conditions  of  depen- 
dency that  qualify  members  of  an  insured  person's  family  for  benefits, 
especially  with  respect  to  the  rights  of  dependents  of  women  workers. 

Payment  of  a  lump  sum  in  the  case  of  every  deceased  insured  wage 
earner. 

Adoption  of  a  long-range  plan  for  financing  old-age,  survivors,  and 
permanent  disability  insurance  that  looks  toward  an  eventual  tripartite 
division  of  costs  among  employers,  employees,  and  the  Federal 
Government. 

UNEMPLOYMENT   INSURANCE 

Extension  of  the  Federal  Unemployment  Tax  Act  to  all  employers 
of  one  or  more  workers  in  covered  industries  and  to  many  excepted 
employments. 

Repeal  of  the  legislation  elmiinating  certain  salesmen  and  adult  news 
vendors  from  coverage. 

Provision  for  a  weeldy  benefit  that  approxunates  50  percent  of  the 
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weekly  wage  for  a  claimant  without  dependents,  and  provision  for 
supplementary  amounts  for  claimants  with  dependents. 

Provision  of  a  maximum  weekly  benefit  amount  that  will  be  not 
less  than  $30  for  a  claimant  without  dependents  and  $45  for  a  claimant 
with  three  or  more  dependents. 

Provision  of  26  weeks'  potential  duration  of  benefits  for  all  claimants 
who  meet  the  qualifying-wage  requirement  and  whose  unemployment 
extends  over  so  long  a  period. 

Provision  that  disqualifications  for  voluntary  leaving  without  good 
cause,  discharge  for  misconduct,  or  refusal  of  suitable  work  should 
entail  only  postponement  of  benefits  for  a  period  such  as  4  or  6  weeks, 
rather  than  cancellation  of  benefit  rights  or  reduction  of  benefits. 

Definition  of  good  cause  for  voluntary  leaving  or  for  refusing  suita- 
ble work  to  include  good  personal  reasons,  not  merely  causes  attribu- 
table to  the  job  or  the  employer. 

Earmarking  the  Federal  share  of  the  Federal  tax  for  remsurance  and 
Federal  and  State  administrative  expenses. 

DISABILITY   INSURANCE 

Provision  under  Federal  law  for  cash  benefits  to  insured  workers  and 
their  dependents  during  both  temporary  disabihty  (less  than  6  months) 
and  extended  disabihty  (6  months  and  over) . 

Provision  for  charging  the  insurance  trust  fund  for  providing  medi- 
cal, surgical,  traming,  and  other  rehabihtation  services  to  disabled 
individuals. 

MEDICAL   CARE   INSURANCE 

Insurance  against  the  costs  of  medical  care,  including  payments  to 
physicians,  dentists,  nurses,  hospitals,  and  laboratories,  with  provision 
for  free  choice  of  doctor  and  patient,  decentralization  of  administra- 
tion, and  utilization  of  State  administration. 

PUBLIC  ASSISTANCE  AND   FAMILY  AND  ADULT  WELFARE   SERVICES 

Change  in  the  basis  of  Federal  financial  participation  to  relate  the 
Federal  share  more  nearly  to  the  financial  resources  of  each  State. 

Increase  m  the  maximums  for  aid  to  dependent  children  m  order  to 
provide  more  adequate  care  for  children. 

Specific  requirement  that  a  State,  as  a  condition  of  plan  approval, 
shall  apportion  Federal  and  State  funds  among  locahties  in  accordance 
with  their  need  for  funds. 

Grants-in-aid  to  States  for  general  assistance  to  any  needy  person, 
as  well  as  for  the  special  types  of  pubHc  assistance. 

In  aid  to  dependent  children,  removal  of  restrictions  relating  to  the 
cause  of  a  child's  need  in  order  to  make  assistance  available  for  any 
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needy  child  living  with  a  parent  or  relative  who  maintains  a  family 
home  for  the  child. 

As  a  condition  of  plan  approval,  no  person  to  be  denied  aid  to  the 
blind  because  of  age. 

Approval  of  the  State  plan  to  be  conditioned  on  the  absence  of  any 
citizenship  requirement  o,r  any  residence  requirement  that  excludes  an 
individual  who  resides  in  the  State. 

As  a  condition  of  plan  approval,  no  State  plan  to  require  transfer  of 
title  or  control  of  applicant's  or  recipient's  property  to  the  State  or 
locality.  The  State  would  not  be  precluded  from  making  a  recovery 
from  the  estate  of  a  deceased  recipient  for  assistance  that  he  had 
received,  or  from  imposing  a  lien  to  secure  this  claim  provided  the 
applicant  or  recipient  retained  title  and  control  of  the  property. 

Authorization  of  Federal  financial  participation  in  payments  made 
directly  to  individuals  or  agencies  supplying  medical  services  to  needy 
persons. 

Federal  participation  in  assistance  payments  made  to  or  in  behalf 
of  needy  persons  living  m  public  medical  institutions,  except  tubercu- 
losis or  mental  hospitals.  States  to  be  required  to  establish  and 
maintain  suitable  standards  for  all  institutions  of  the  types  specified 
in  the  State  plans  as  institutions  in  which  recipients  of  assistance 
may  reside. 

Federal  financial  participation  in  social  welfare  services  admin- 
istered by  the  staff  of  the  public  welfare  agency  and  designed  to 
help  families  and  individuals  become  self-supporting,  to  keep  families 
together  in  their  own  homes,  and  to  reduce  the  need  for  institutional  care. 

Extension  to  Puerto  Rico  and  the  Virgin  Islands  of  Federal  grants- 
in-aid  for  all  assistance  and  welfare  programs  in  which  the  Federal 
Government  participates. 

Study  of  the  causes  of  dependency  and  other  factors  affecting 
family  welfare,  with  a  view  to  the  development  of  suitable  programs 
by  public  and  private  agencies  for  the  advancement  of  family  welfare. 

Authorization  and  adequate  appropriations  for  staff  training  for 
Federal-State  public  welfare  programs. 

children's  services  and  research  in  child  life 

Provision  of  adequate  funds  to  strengthen  and  broaden  the  work 
of  the  Children's  Bureau  as  a  center  of  information  related  to  child 
life;  to  assist  in  financing  specific  research  projects  in  child  growth 
and  development  and  in  child  life  by  universities,  schools,  chUd  re- 
search centers,  agencies,  and  individuals;  and  to  undertake  original 
research  and  investigations  that  require  Nation-wide  study  or  that 
have  Nation-wide  significance  to  State  and  community  programs  for 
mothers  and  children. 
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Replacement  of  the  present  limitations  in  annual  appropriations 
for  child  health  and  welfare  services  by  an  authorization  for  appro- 
priations in  amounts  that  are  sufficient  to  provide  for  expansion  of 
such  services  for  children  as  rapidly  as  States  can  use  additional  funds 
effectively.  State  planning  to  proceed  at  a  rate  consistent  with  the 
availability  of  personnel  and  facilities  that  meet  standards.  Progress 
year  by  year  toward  the  goal  of  making  child  health  and  child  welfare 
services  available  in  every  local  subdivision  of  the  country. 

Priority  to  be  given  by  the  States  in  developing  their  programs  to 
groups  of  children  in  most  urgent  need — for  example,  children  needing 
prolonged  and  expensive  medical  care;  prematurely  born  infants; 
children  with  vision  and  hearing  defects;  children  in  need  of  health 
services  and  medical  care  in  families  receiving  public  assistance  or 
social  insurance ;  school  children  in  need  of  health  services  and  medical 
care;  children  in  need  of  foster-home  care;  children  in  need  of  tem- 
porary care  away  from  their  own  homes;  children  in  need  of  day  care; 
and  children  of  migratory  workers. 

Legislation  to  provide  that  a  definite  percentage  of  the  funds  avail- 
able for  maternal  and  child  health,  crippled  children,  and  child  welfare 
services  can  be  used  by  the  Children's  Bureau  to  prom^ote  effective 
measures  on  a  national  basis  for  carrying  out  the  purposes  of  the 
programs,  by  demonstrations  and  evaluations  of  the  means  of  carrying 
programs  forward  and  by  paying  the  salaries  and  expenses  of  per- 
sonnel requested  for  temporary  assignment  by  the  State  or  local 
agencies,  and  for  the  administration  of  the  programs. 

Substantial  Federal  funds  to  be  made  available  to  increase  the 
number  of  professional  and  technical  personnel  through  grants  to  such 
educational  institutions  as  medical,  dental,  nursing,  social  work,  and 
public  health  schools,  and  through  a  system  of  fellowships  and  scholar- 
ships to  individuals  who  will  specialize  in  services  to  children. 

FEDERAL   CREDIT   UNIONS 

Authorization  for  State  or  regional  agencies  to  provide  discount 
facilities  for  State  and  federally  chartered  credit  unions. 

Authorization  to  permit  employees  of  the  Federal  Security  Agency 
to  administer  oaths  on  certificates. 

ADVISORY    COMMITTEES,    RESEARCH,    AND    INFORMATION 

Advisory  committees  for  all  programs,  the  committees  to  be  com- 
posed of  representatives  of  insured  persons,  employers,  and  the  public, 
and  of  the  professional  interests  of  particular  groups,  such  as  medical 
and  allied  professions  and  hospitals. 

Adequate  appropriations  and  staff  for  research  and  program  plan- 
ning and  for  publication  of  research  information  of  interest  to  CongresS; 
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employers,   unions,   and  the  public.     Study  of  private  and  public 
retirement  and  welfare  plans  in  relation  to  social  security. 

Adequate  appropriations  and  staff  for  informational  services  to 
inform  beneficiaries,  employers,  and  the  public  of  their  rights  and 
obligations  under  the  Social  Security  Act  and  related  laws. 

The  Major  Risks  to  Security  in  1948-49 

UNEMPLOYMENT 

Some  2.6  million  persons  were  unemployed  during  an  average  week 
in  1948-49,  about  one-fourth  more  than  in  the  preceding  year.  Public 
interest  in  unemployment  towards  the  end  of  the  year  reflected  in 
part  concern  over  the  trend  rather  than  the  absolute  size  of  the  prob- 
lem. The  unemployment  ratio  in  an  average  month  of  the  fiscal 
year — 4  percent  of  the  labor  force — was  well  within  the  margin  gen- 
erally accepted  as  normal  in  the  free  movement  of  workers  between 
jobs.  During  the  winter  and  spring  of  1949,  however,  the  trend  was 
generally  upward;  by  June  the  number  of  unemployed  persons  reached 
3.8  million — 6  percent  of  the  labor  force.  The  June  figure  represented 
a  rise  of  73  percent  from  the  June  1948  number  and  was  130  percent 
above  the  number  in  October  1948,  the  low  month  for  the  fiscal  year. 

Public  concern  was  also  aroused  by  the  magnitude  of  the  problem 
in  some  areas.  In  several  New  England  States,  unemployment  in 
June  1949  was  two  or  three  times  as  high  as  in  the  country  as  a  whole, 
and  in  some  cities  in  various  parts  of  the  country  it  reached  levels 
unknown  since  the  depression  1930's. 

About  two-thirds  of  the  workers  without  jobs  during  the  year  were 
eligible  for  unemployment  benefits  under  existing  laws.  The  num- 
ber drawing  unemployment  benefits  under  State  laws  rose  from  a 
weekly  average  of  700,000  in  October  1948  to  1.8  million  in  June 
1949.  For  the  fiscal  year  as  a  whole,  beneficiaries  averaged  1 .2  million 
per  week,  nearly  half  again  as  many  as  in  1947-48.  The  number  of 
beneficiaries  under  the  unemployment  insurance  system  for  railroad 
workers  also  increased.  On  the  other  hand,  fewer  persons  drew 
unemployment  allowances  under  the  Servicemen's  Readjustment 
Act  because  of  the  rise  in  the  number  of  veterans  who  had  exhausted 
their  rights  under  that  law. 

The  number  of  claims  filed  for  benefits  under  State  laws  during 
the  fiscal  year  1949  and  the  volume  of  benefit  payments  were  the 
highest  on  record,  exceeding  even  the  peak  in  the  1945-46  reconver- 
s.ion  year.  In  all,  5.6  million  workers  drew  benefits,  as  compared 
with  3.8  million  in  the  preceding  fiscal  year;  benefit  payments  in  the 
year  totaled  $1.2  billion,  a  rise  of  about  60  percent.  As  a  result  of 
heavy  withdrawals,  the  unemployment  trust  fund  declined,  showing 
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a  net  decline  of  $100  million  between  June  30,  1948,  and  June  30, 
1949.  Thirteen  State  accounts  in  the  trust  fund  decreased  during  the 
year;  the  largest  decreases  were  in  New  England. 


Program 


State  unemployment  insurance 

Railroad  imemployment  insurance.  .. 
Veterans'  unemployment  allowances 


Average  weekly  number  of  beneficiaries 
(in  thousands) 


FiscaFyear 
1948 


815 
44 
553 


Fiscal  year 
1949 


1,188 

59 

460 


Percentage 
change 


+46 
+35 
-17 


The  5.6  milHon  beneficiaries  in  the  fiscal  year  1949  represented 
about  one  in  every  seven  workers  with  potential  benefit  rights.  In 
the  calendar  year  1948,  about  37  million  persons,  or  about  the  same 
number  as  in  1947,  earned  sufficient  wages  to  quafify  for  benefit  in 
1949  in  the  event  of  unemployment. 

OLD   AGE 

Old  age  is  a  period  of  diminishing  physical  capacity  and  economic 
resources.  Legislation  in  this  and  other  countries  has  taken  these 
changes  into  account  in  making  provision  for  the  aged,  as  such, 
through  social  insurance  or  social  assistance  or  a  combination  of 
both.  It  is  appropriate  therefore  to  consider  the  aged  as  a  group  in 
this  brief  inventory,  even  though  not  all  old  people  have  experienced 
loss  of  income. 

In  June  1949,  as  in  earher  years,  a  large  number  of  aged  persons 
rehed  wholly  or  partly  on  earnings.  Census  data  suggest  that  one 
in  every  three  persons  65  years  or  over  had  some  income  from  em- 
ployment either  as  an  earner  or  as  the  wife  of  an  earner.  Sixteen 
percent  were  beneficiaries  of  old-age  and  survivors  insurance.  Eight 
percent  were  receiving  benefits  under  the  special  retirement  systems 
for  raihoad  and  government  workers  or  the  veterans'  program  or 
were  married  to  such  beneficiaries.     Twenty-three  percent  received 


Source  of  income 


Total  in  population 

Employment 

Earners 

Wives  of  earners 

Social  insurance  and  related  programs: 

Old-age  and  survivors  insurance 

Other  programs 

Old-age  assistance 


Persons  aged  65  years  and  over,  June  1949 
(in  millions) 


Total 


Men 


5.3 


3.7 

2.3 

2.8 

2.3 

.9 

1.S 

1.0 

1.0 

.5 

2.6 

1.2 

Women 


5.9 


1.4 
.5 


.5 
1.4 
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Chart   4. — AGED   BENEFICIARIES   AND   RECIPIENTS 

Number    receiving    benefits    under    old-age    and    survivors    insurance    and    number 
receiving  old-age  assis'tance,  June  1949. 
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PER   1,000  AGED  POPULATION 
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Aged  beneficiaries  receiving  primary,  wife's,  widow's,  or  parent's  benefits  at  end  of  June.  Popu- 
lation aged  65  and  over,  as  of  July  1949,  estimated  by  Social  Security  Administration.  U.  5. 
average  includes  Hawaii. 
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old-age  assistance.  From  20  to  30  percent,  the  Social  Security  Ad- 
ministration estimates,  depended  exclusively  on  other  resources- 
savings,  investments,  commercial  annuities,  industrial  pensions,  or 
aid  from  friends  or  relatives. 

The  principal  changes  between  June  1948  and  June  1949  in  the 
relative  size  of  these  groups  were  increases  in  the  proportion  of  aged 
persons  with  income  from  social  insurance  and  related  programs  and 
from  old-age  assistance.  The  relative  number  with  earnings  remained 
the  same. 

Among  the  programs,  the  largest  growth  was  in  old-age  and  sur- 
vivors insurance.  The  number  of  aged  beneficiaries  rose  22  percent, 
from  1.5  million  to  1.8  million.  The  increase  reflected  in  part  the 
continued  gain  in  the  number  of  aged  workers  with  fully  insured 
status  during  a  period  of  relatively  little  change  in  job  opportunities 
for  the  aged  as  a  group.  At  the  beginning  of  1949  approximately 
38  milhon  persons  were  fully  insured,  including  2  miUion  aged  65 
years  and  over,  and  5  million  others  were  currently  insured.  Another 
36  million,  however,  had  earned  some  wage  credits  in  1948  or  earlier 
years  but  were  uninsured,  largely  because  of  movement  into  and  out 
of  the  labor  force  and  shifts  between  covered  and  noncovered  jobs. 

The  disparity  between  the  need  for  protection  against  loss  of  income 
in  old  age  and  the  ability  to  acquire  such  protection  explains  part 
of  the  continued  growth  in  the  old-age  assistance  rolls.  Most  recip- 
ients of  old-age  assistance  have  not  had  an  opportunity  to  build  up 
insurance  protection  for  old  age.  Between  June  1948  and  June  1949, 
the  number  of  recipients  of  old-age  assistance  mcreased  by  a  quarter 
of  a  million,  the  largest  annual  increase  in  a  decade.  Almost  half  of 
this  increase  occurred  in  California  and  Louisiana,  where  new  legisla- 
tion substantially  liberalized  ehgibihty  requirements.  In  June  1949, 
35  States  had  more  recipients  of  old-age  assistance  than  beneficiaries 
of  old-age  and  survivors  insurance;  this  group  of  States  fell  almost 
entirely  in  the  lower  two-thirds  of  the  States  ranked  by  proportion 
of  workers  in  covered  industry. 

DEATH  OF  THE  FAMILY  EARNER 

Modern  social  security  legislation  assumes  a  strong  presumption  of 
income  loss  in  the  death  of  the  family  earner.  Not  all  survivors, 
however,  sustain  an  income  loss,  while  others  make  up  part  or  all  the 
loss  by  entering  or  returning  to  employment.  Only  when  employment 
of  the  survivor  is  unlikely  or  undesirable  socially  does  it  seem  neces- 
sary to  make  social  provision  to  replace  income.  The  groups  of 
survivors  generally  recognized  for  benefit  purposes  are  aged  widows, 
aged  parents,  children  and  younger  widows  with  children. 

Of  some  600,000  widows  under  age  65  in  the  country  in  June  1949 
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Chart   5. — CHILD   BENEFICIARIES   AND   RECIPIENTS 

Number    receiving    benefits    under    old-age    and   survivors    insurance   and    number 
receiving  aid  to  dependent  children,  June  1949 
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Population    under   age    18,    as   of   July   1,    1948,    estimated   by   Bureau   of   the   Census.      U.    S.   average 
includes  Hawaii.     Recipient  rate  for  Nevada  is  for  program  administered  without  Federal  participation. 
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who  had  not  remarried  and  had  children  under  age  18  in  their  care, 
about  half  were  working,  some  24  percent  were  receiving  benefits 
under  the  old-age  and  survivors  insurance  system,  about  18  percent 
were  receiving  benefits  under  the  veterans  programs,  and  some  2 
percent  were  beneficiaries  of  other  social  insurance  programs,  while 
perhaps  18  percent  were  in  families  receiving  aid  to  dependent  children. 
These  percentages  total  more  than  100  because  some  widows  received 
income  from  more  than  one  program  and  a  significant  number  of 
those  who  were  receiving  benefits  were  also  working. 

The  largest  group  of  survivor  beneficiaries  consists  of  children  under 
age  18.  In  June  1949,  according  to  estimates  of  the  Social  Security 
Administration,  there  were  perhaps  2.6  milhon  fatherless  children  in 
the  country,  of  whom  about  23  percent  were  receiving  benefits  under 
old-age  and  survivors  insurance  and  about  11  percent  under  veterans 
programs,  while  some  12  percent  were  receiving  aid  to  dependent 
children.  An  unknown  number  of  these  children  were  not  living 
with  the  surviving  parent. 

More  fatherless  children  were  receiving  old-age  and  survivors  in- 
surance than  aid  to  dependent  cliildren,  in  contrast  to  the  situation 
among  the  aged,  of  whom  more  received  old-age  assistance  than  old- 
age  and  survivors  insurance.  Child  survivor  beneficiaries  in  June 
1949  numbered  582,000,  or  ahnost  twice  as  many  as  the  approxi- 
mately 300,000  fatherless  children  on  the  rolls  for  aid  to  dependent 
children.  The  restrictions  of  insurance  coverage,  noted  earher,  make 
for  difl'erences  in  this  proportion  among  the  States.  The  States  with 
relatively  more  opportunities  for  employment  in  covered  occupations 
(industry  and  commerce)  have  a  higher  ratio  of  child  beneficiaries  to 
childi-en  receiving  assistance  than  the  country  as  a  whole.  Only  six 
States  (Louisiana,  Mississippi,  New  Mexico,  Oklahoma,  South  Da- 
kota, and  North  Dakota)  had  a  larger  number  of  fatherless  children 
receiving  aid  to  dependent  children  in  June  1948  than  old-age  and 
survivors  insurance. 
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Total  in  population 
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A  id  to  dependent  children 
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children  under 
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DISABILITY 

Except  ill  periods  of  severe  unemployment,  the  loss  of  income  at- 
tributable to  disability  is  by  far  the  most  serious  as  well  as  the  most 
common  loss  experienced  by  wage  or  salary  earners.  A  special  sur- 
vey conducted  by  the  Bureau  of  the  Census  in  February  1949  at  the 
request  of  the  Social  Security  Administration,  the  Pubhc  Health 
Service,  and  the  Office  of  Vocational  RehabiUtation  indicated  that 
perhaps  4.6  miUion  persons  in  the  ages  14  to  64  were  disabled  on  the 
survey  day,  exclusive  of  persons  in  institutions.  Of  the  total,  about 
3.1  million  had  been  employed  at  some  time  before  the  onset  of  their 
disability,  and  it  may  be  presumed  that  all  or  nearly  all  of  them  had 
withdrawn  from  the  labor  force  because  of  disability.  The  illness  or 
handicap  had  lasted  less  than  6  months  for  2.5  miUion  persons,  6 
months  or  more  for  2.1  million.  Including  the  institutional  popula- 
tion, the  number  of  disabled  persons  in  the  ages  14  to  64  may  have 
totaled  some  5.3  miUion  on  the  survey  day,  and  the  number  who  would 
have  been  in  the  labor  force  but  for  their  disabihty  may  have  been 
between  3.5  and  3.8  million. 

Most  of  the  wage  loss  caused  by  disabiUty  goes  uncompensated. 
Workmen's  compensation — for  which  about  $310  miUion  in  disabiUty 
benefits  was  paid  out  in  1948 — is  available  now  in  aU  States,  but  the 
disabUity  attributable  to  injuries  of  a  work-connected  origin  accounts 
for  only  about  5  percent  of  aU  disabUng  iUnesses  and  injuries. 

For  temporary  disabiUty  not  due  to  work-connected  causes,  provi- 
sion in  June  1949  was  limited  to  sick-leave  arrangements  of  individual 
employers,  private  group  and  individual  insurance,  and  the  cash  sick- 
ness insurance  systems  in  effect  in  Rhode  Island,  CaUfornia,  and  New 
Jersey  and  in  the  raUroad  industry.  Each  of  these  State  programs 
has  the  same  coverage,  and  is  administered  by  the  same  agency,  as 
the  State's  unemployment  insurance  system.  In  1948-49,  the  average 
weekly  number  of  beneficiaries  was  4,800  in  Rhode  Island.  In  CaU- 
fornia, beneficiaries  of  the  State-administered  program  averaged 
19,800  per  week  and  in  New  Jersey,  where  first  payments  were  made 
in  January  1949,  2,300  per  week;  these  figures  do  not  include  bene- 
ficiaries under  permitted  alternative  private  plans,  which,  in  June 
1949,  emoUed  43  percent  of  the  covered  workers  in  CaUfornia  and 
63  percent  of  those  in  New  Jersey.  Approximately  33,000  workers 
drew  temporary  disabiUty  benefits  in  an  average  14-day  benefit  period 
under  the  railroad  plan.  Together  these  four  pubUc  systems  for 
temporary  disabiUty  covered  about  12  percent  of  the  estimated  46 
million  wage  or  salary  workers  employed  in  the  United  States  in  an 
average  week  in  the  first  half  of  1949. 

A  cash  sickness  benefit  program  was  adopted  by  New  York  in 
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April  1949,  with  benefit  payments  to  begin  July  1,  1950.  A  similar 
measure  was  approved  in  the  State  of  Washington  in  March  1949; 
contributions  were  scheduled  to  begin  in  July  1949  and  benefits  in 
January  1950,  but  under  a  petition  filed  with  the  State  authorities 
the  efi'ective  dates  were  suspended  pending  the  outcome  of  a  referen- 
dum in  the  November  1950  election.  The  New  York  program  will 
be  administered  by  the  workmen's  compensation  agency,  whereas  the 
program  in  Washington  is  to  be  under  the  jurisdiction  of  the  unem- 
ployment insurance  agency.  If  these  two  programs  had  been  in 
effect  in  January-June  1949,  about  23  percent  of  the  wage  and  salary 
workers  in  the  country  would  have  been  covered  by  public  programs 
against  the  risk  of  wage  loss  due  to  temporary  illness. 

Under  legislation  in  effect  in  June  1949,  public  protection  against 
loss  of  earnings  due  to  non-work-connected  permanent  disability  was 
available  only  to  government  workers,  railroad  employees,  and 
veterans.  In  that  month  some  39,000  disability  annuitants  were  on 
rolls  of  the  Federal  civil-service  retirement  and  disability  fund,  and 
about  29,000  persons  were  drawing  permanent  disability  benefits 
under  programs  for  employees  of  State  and  local  governments.  Some 
70,000  railroad  workers  retired  for  disability  were  drawing  benefits  at 
the  end  of  the  month.  A  substantial  proportion  of  such  annuitants 
were  past  age  65. 

About  2.3  million  veterans  were  drawing  annuities  or  compensation 
for  age  or  disability.  The  great  majority  were  partially  disabled  and 
are  not  included  in  the  estimate  of  2.1  million  persons  considered  to 
be  permanently  and  totally  disabled. 

Needy  disabled  persons  who  do  not  qualify  for  benefits  under  the 
limited  public  insurance  provisions  now  in  eft"ect  often  turn  to  public 
assistance  for  support.  In  June  1949,  71,000  persons  were  receiving 
aid  to  the  blind  under  the  Social  Security  Act  and  an  additional  18,000 
were  aided  in  three  States  administering  programs  without  Federal 
participation.  Among  the  537,000  families  receiving  aid  to  dependent 
children,  perhaps  125,000  included  an  incapacitated  father.  Disabled 
wage  earners  may  have  been  included  in  as  many  as  150,000  of  the 
460,000  cases  receiving  general  assistance. 

MEDICAL   CARE 

The  costs  of  medical  care  create  an  important  common  economic 
risk  because  the  costs  may  be  very  large  and,  in  general,  no  person 
knows  in  advance  when  he  may  fall  ill  or  what  expenses  he  may  incur 
for  his  illness.  Like  certain  other  risks,  such  as  disability  and  death 
of  the  family  earner,  the  frequency  of  illness,  the  amount  of  medical 
care  needed,  and  the  costs  to  be  incurred  by  a  large  group  of  persons 
or  by  the  population  as  a  whole  can,  on  the  other  hand,  be  predicted 
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in  advance.  These  two  characteristics  of  illness  and  its  costs — the 
impossibility  of  predicting  its  individual  incidence  and  the  avail- 
ability of  information  on  its  total  incidence— make  it  an  appropriate 
problem  for  solution  through  social  insurance. 

Unlike  nearly  all  other  industrial  nations,  the  United  States  has  no 
pubhc  provision  for  meeting  medical  care  costs  on  an  insurance  basis. 
Most  illness  in  this  country  is  paid  for  as  it  occurs,  by  the  individual 
afi'ected.  This  is  a  satisfactory  arrangement  for  the  very  few  persons 
whose  means  are  sufficient  to  meet  even  the  most  expensive  illness. 
It  is  not  satisfactory,  however,  for  the  great  majority  of  persons,  who 
are  reluctant  to  seek  medical  advice  if  heavy  costs  may  be  involved, 
who  often  delay  in  obtaining  medical  attention  when  it  can  be  most 
effective,  and  for  whom  serious  illness  generally  means  a  severe  strain 
on  family  finances,  if  not  exhaustion  of  savings  and  heavy  debts.  It 
is  not  satisfactory  for  low-income  areas  in  particular,  where  low  pur- 
chasing power  has  resulted  in  few  doctors  and  fewer  hospitals.  Hence 
the  increasing  interest  in  recent  years  in  other  ways  of  paying  medical 

costs. 

Pubhc  interest  in  medical  care  insurance  was  at  a  high  level  through- 
out the  fiscal  year  1949.  Discussion  was  stimulated  by  increasing 
awareness  of  the  shortages  of  facilities  and  personnel  in  most  parts  of 
the  country,  growing  recognition  of  the  economic  barriers  to  good 
medical  care,  and  controversy  concerning  particular  programs  pro- 
posed to  overcome  shortages  and  bruig  good  medical  care  within  the 
reach  of  all  people. 

In  May  1948  the  National  Health  Assembly  met  in  Washington, 
examined  all  major  aspects  of  health  conditions  and  needs,  and 
assessed  the  problem  of  medical  care  costs.  Drawing  heavily  on  the 
work  of  the  Assembly,  the  Federal  Security  Administrator  submitted 
a  report  to  the  President  in  September  1948  on  the  state  of  the  Nation's 
health.  The  report  reviewed  the  health  gains  made  in  recent  years 
but  also  stressed  the  severe  and  continuing  losses  suffered  through 
preventable  sickness,  disabihty,  and  death.  It  proposed  aid  to 
medical  education  to  increase  the  supply  of  medical  personnel, 
acceleration  of  hospital  construction,  better  community  coordination  of 
existing  facihties  for  medical  care,  extension  of  pubhc  health  services 
to  areas  now  lacking  them,  expansion  of  maternal  and  child  health 
programs,  larger  expenditures  for  research,  and  a  national  health 
insurance  program. 

On  April  22,  1949,  the  President  sent  Congress  a  special  message 
recommending  a  comprehensive  national  health  program.  The 
President  offered  two  objectives  for  consideration — adequate  health 
and  medical  services  to  meet  the  Nation's  need,  and  access  for  every- 
body to  the  services.     As  measures  to  achieve  these  objectives  he 
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recommended  enactment  of  a  Nation-wide  system  of  health  insurance, 
Federal  aid  for  medical  education  and  for  research,  expansion  of  the 
present  grant-in-aid  programs  for  hospital  construction,  public  health 
services,  maternal  and  child  health  services  and  services  for  crippled 
children,  and  modification  of  matching  requirements  in  accordance 
with  the  differing  financial  resources  of  the  States.  References  to 
the  need  for  congressional  action  along  these  lines  had  earlier  appeared 
in  his  State  of  the  Union  message  and  in  his  economic  report. 

The  President's  proposals  were  subsequently  embodied  in  bills 
introduced  in  the  House  and  the  Senate  and,  along  with  bills  proposing 
alternative  approaches,  became  the  subject  of  hearings  which  were 
still  in  progress  when  the  fiscal  year  ended.  The  hearings  before  the 
Subcommittee  on  Public  Health,  Science  and  Commerce  of  the  House 
Committee  on  Interstate  and  Foreign  Commerce  represented  the  first 
consideration  ever  given  by  a  House  committee  to  the  subject  of 
national  health  insurance.  The  sessions  held  by  the  Subcommittee 
on  Health  of  the  Senate  Committee  on  Labor  and  Public  Welfare  com- 
prised another  chapter,  on  the  other  hand,  in  a  series  of  hearings  that 
began  in  1939. 

Testimony  offered  before  both  Committees  and  views  advanced  in 
print  and  over  the  air  revealed  general  agreement  on  the  need  for 
prepayment  of  medical  costs.  The  increasing  complexity  of  health 
services,  specialization  in  medical  practice,  and  the  more  common 
use  of  elaborate  hospital,  clinic,  and  laboratory  facihties  have  made 
good  care  more  expensive,  so  that  it  has  become  increasingly  difficult 
for  people  to  pay  for  the  high  costs  of  adequate  care  of  serious  or 
prolonged  illness.  The  solution  attractive  to  the  common  sense  of  an 
increasing  number  of  persons  each  year  is  to  budget  such  costs  on  a 
prepayment  basis,  so  that  money  will  not  be  a  barrier  to  needed 
modern  medical  care,  which  more  and  more  people  want. 

The  appeal  of  prepaid  care  is  evident  in  the  growth  of  voluntary 
plans  in  recent  years.  Approximately  32  million  persons  were  en- 
rolled in  Blue  Cross  hospital  insurance  plans  in  June  1949,  and  about 
15  or  16  million  were  members  of  medical  care  insurance  plans,  most 
of  whom  also  had  coverage  for  hospital  care.  By  the  end  of  1948,  it  is 
estimated,  26  million  persons  had  purchased  partial  indemnity  against 
hospital  costs  through  commercial  insurance  companies  on  either  a 
group  or  individual  policy  basis,  while  20  million,  including  many 
of  the  26  million  just  mentioned,  carried  policies  reimbursing  them 
for  some  limited  part  of  their  medical  care  costs.  Useful  as  the 
voluntary  insurance  plans  have  been  in  enabling  many  people  to 
purchase  medical  care  on  a  planned  basis,  they  give  little  promise  of 
meeting  the  full  needs  of  the  country.  They  cover  fewer  than  half 
the  population,  reaching  least  effectively  those  who  need  it  most. 
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They  have  done  httle  to  raise  the  medical  purchasing  power  of  people 
in  low-income  areas,  where  medical  facihties  and  personnel  are  spars- 
est. To  persons  who  have  enrolled,  most  of  the  plans  ofTer  at  best 
only  a  partial  protection  against  medical  care  costs,  confined  in  most 
cases  to  a  maximum  number  of  days  of  hospital  care  and  to  surgical 
and  obstetrical  treatment  for  hospitalized  cases. 

There  were  many  disagreements  on  the  role  of  government  in  the 
broader  apphcation  of  the  prepayment  principle.  The  President's 
proposal  called  for  a  system  covering  nearly  all  people  in  the  country, 
with  a  decentralized  administration,  and  financed  as  in  the  case  of  other 
social  insurances  by  contributions  from  workers  and  employers.  Other 
proposals  varied  from  government  subsidy  of  voluntary  plans  for  all 
persons  who  may  wish  to  insure  to  subsidies  to  the  needy  ard  very  low 
income  groups  only.     The  issue  was  still  unresolved  as  the  year  closed. 

Old-Age  and  Survivors  Insurance 

The  record  levels  of  industrial  activity  reached  in  the  calendar  year 
1948  were  reflected  in  new  peaks  in  covered  employment  and  earnings 
under  old-age  and  survivors  insurance.  More  persons  worked  in 
covered  jobs  and  both  total  and  average  taxable  wages  were  higher 
than  in  any  previous  year. 

The  estimated  number  of  persons  at  work  in  covered  imployment 
fell,  however,  from  35.9  milhon  in  June  1948  to  34.1  million  in  June 
1949.  The  decrease  resulted  from  the  business  readjustment,  which 
occurred  on  a  broad  front  during  the  winter  and  spring  of  1949,  after 
having  proceeded  slowly  and  within  small  segments  of  business  during 
the  closing  months  of  1948. 

OLD-AGE    AND    SURVIVORS    INSURANCE    IN    THE 

FISCAL  YEAR  1949 

Legislative  Consideration 

Although  no  legislation  on  old-age  and  survivors  insurance  was 
enacted  during  the  fiscal  year,  the  program  received  considerable 
legislative  attention.  In  February  1949,  H^.  R.  2893,  a  bill  ''To 
extend  and  improve  the  old-age  and  survivors  insurance  system,  to 
add  protection  against  disabihty,  and  for  other  purposes,"  was  in- 
troduced at  the  request  of  the  President  by  Chairman  Doughton  of 
the  Committee  on  Ways  and  Means.  This  bill,  discussed  in  a  later 
section,  has  special  significance  for  the  Social  Security  Administration 
because,  in  general,  it  incorporates  the  improvements  which  the 
Administration  has  urged  for  many  years.     The  Committee  held 
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extensive  public  hearings  on  the  bill,  and  at  the  end  of  the  fiscal  year 
was  holding  executive  sessions  on  the  question  of  improving  the 
insurance  program. 

Applicants  for  Account  Numbers 

The  2,720,000  new  social  security  account  numbers  issued  in  the 
calendar  year  1948  increased  to  92.3  million  the  cumulative  total  of 
employee  accounts  established.  Although  fewer  account  numbers 
were  issued  than  in  any  previous  year,  the  decline  in  1948  was  only 
0.3  percent  from  the  number  in  1947  as  compared  with  declines  of 
9  percent  and  10  percent,  respectively,  in  1946  and  1947. 

As  in  almost  every  year  since  1940,  an  increased  proportion  of  the 
applicants  for  account  numbers  were  under  20  years  of  age.  In  1948 
they  constituted  65  percent  of  the  total,  the  largest  proportion  on 
record;  in  1947,  they  were  59  percent.  The  number  and  proportion 
of  account  numbers  issued  to  persons  60  years  of  age  and  older,  on 
the  other  hand,  was  the  smallest  on  record. 

Workers  and  Their  Wage  Credits 

By  January  1,  1949,  there  were  78.9  million  living  persons  who 
had  earned  wage  credits  under  old-age  and  survivors  insurance  at 
some  time  after  January  1,  1937,  when  the  insurance  system  began 
operating.  Some  3.4  million  of  these  workers,  or  about  4.3  percent, 
were  aged  65  and  over. 

The  total  number  of  workers  employed  in  covered  jobs  at  some 
time  during  the  calendar  year  1948,  estimated  at  49.6  million,  was 
the  largest  on  record.  This  rise  reflected,  of  course,  the  generally 
high  employment  levels  of  the  most  prosperous  and  productive  year 
in  the  Nation's  history.  The  total  amount  of  wage  credits  earned 
by  these  49.6  million  workers  during  1948  was  $82.8  billion,  about 
three-fifths  the  amount  of  all  the  wages  and  salaries  paid  to  all  workers 
and  salaried  employees  in  covered  and  noncovered  employment. 
The  total  amount  of  wage  credits  in  1948  was  7.7  percent  more  than 
the  previous  record  of  $76.9  bilhon  in  1947.  It  was  almost  one-third 
again  as  high  as  the  wartime  peak  of  $63.4  bilhon  in  1944  and  almost 
three  times  the  $29.6  billion  that  workers  in  covered  employment 
earned  in  the  first  year  of  the  system's  operation.  Average  annual 
wage  credits  in  1948  were  $1,669,  again  the  highest  on  record,  repre- 
senting an  increase  of  6.8  percent  over  the  previous  high  of  $1,563 
in  1947.  In  the  fu-st  year  of  the  system's  operation,  annual  wage 
credits  averaged  only  $899  per  worker. 

An  estimated  2.8  million  persons  received  their  first  wage  credits 
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in  1948.  These  new  entrants,  although  shghtly  more  in  number 
than  in  1947,  formed  a  smaller  proportion  of  the  total  number  of 
workers  receiving  wage  credits  than  in  any  previous  year. 

Insurance  Status 

By  the  beginning  of  1949  an  estimated  38.3  million  living  persons 
were  fully  insured  under  the  program,  about  1.5  million  or  4.1  percent 
more  than  on  January  1,  1948.  Among  them  were  13.2  million  who 
were  permanently  fully  insured,  an  increase  of  1.9  miUion  over  1948; 
they  had  acquired  sufficient  quarters  of  coverage  to  remain  fully  in- 
sured throughout  their  lifetime  without  additional  covered  employ- 
ment. Approximately  2  million  of  the  permanently  insured  workers 
were  aged  65  and  over  at  the  beginning  of  1949,  and  about  half  these 
older  workers  were  currently  receiving  benefits.  Most  of  the  930,000 
not  receiving  benefits  were  still  working  in  covered  employment. 

In  addition  to  the  38.3  million  who  were  fully  insured,  5.1  million 
workers  were  currently  but  not  fully  insured  on  January  1,  1949. 
Thus  of  all  living  persons  who  had  worked  in  covered  employment  at 
some  time  during  1937-48,  55  percent  were  insured  at  the  beginning 
of  1949.  The  corresponding  proportions  for  January  1,  1948  and  1947, 
were  56  and  55  percent.  From  January  1,  1948,  to  January  1,  1949, 
the  number  of  permanently  insured  living  workers  increased  17  per- 
cent, the  number  fully  but  not  permanently  insured  decreased  1.6 
percent,  the  number  only  currently  insured  decreased  18  percent,  and 
the  number  uninsured  increased  5  percent. 

The  majority  of  persons  who  had  some  wage  credits  during  1937-48 
but  were  not  insured  had  worked  in  covered  employment  in  too  few 
calendar  quarters  to  gain  insurance  protection.  Many  of  them  had 
withdrawn  from  covered  employment  in  the  early  years  of  the  system, 
others  had  entered  it  too  recently  to  obtain  a  sufficient  number  of 
quarters  of  employment,  and  others  had  been  employed  in  covered 
jobs  only  intermittently  as  seasonal  and  part-time  workers.  The 
cumulative  amount  of  taxable  wages  these  uninsured  workers  had 
received  was  comparatively  small.  On  January  1,  1948,  for  example, 
the  average  amount  of  wage  credits  accumulated  by  hving  uninsured 
workers  during  the  preceding  11  years  was  only  $1,300,  as  against 
$12,200  for  workers  fully  insured  at  that  date,  and  $5,500  for  those 
only  currently  insured. 

Beneficiaries  and  Their  Benefits 

The  number  of  persons  receiving  monthly  benefits  rose  steadily 
throughout  the  fiscal  year,  from  2.2  million  on  June  30,  1948,  to  2.6 
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million  on  June  30,  1949,  an  increase  of  18  percent.  The  monthly 
amount  of  their  benefits  increased  from  $42.4  million  to  $51.5  million. 
Of  the  2.6  million  beneficiaries,  46.2  percent  were  retired  workers,  14.1 
percent  were  wives  of  these  workers,  24.1  percent  were  children  of 
retired  or  deceased  workers,  5.9  percent  were  widows  who  were  caring 
for  child  beneficiaries,  9.3  percent  were  aged  widows,  and  0.5  percent 
were  aged  dependent  parents  of  deceased  workers.  Persons  aged  65 
or  over  comprised  70.1  percent  of  the  total  number  receiving  benefits 
as  of  June  30,  1949,  as  compared  with  67.7  percent  a  year  earlier. 

During  the  fiscal  year,  monthly  benefits  were  awarded  to  622,000 
persons,  2  percent  more  than  the  previous  year's  record  total.  Almost 
295,000  of  these  awards  were  to  retired  workers. 

The  2.6  million  persons  receiving  benefits  as  of  June  30,  1949, 
represented  1.8  million  families.  In  45  percent  of  the  families  only  a 
retired  worker  was  receiving  benefits.  The  average  benefit  being  paid 
to  a  retired  worker  with  no  dependents  receiving  benefits  was  $26.20 
for  men  and  $20.40  for  women.  For  a  retired  worker  and  his  wife, 
the  average  was  $41.00.  In  survivor  families,  the  average  benefit  for 
aged  widows  was  $20.70,  and  for  a  widowed  mother  and  one  child, 
$36.30. 

Amounts  certified  to  the  Treasury  Department  for  payment  during 
the  year  totaled  $595  miUion  for  monthly  benefits  and  $32  million  for 
lump-sum  payments,  increases  of  19  percent  and  3  percent,  respective- 
ly, over  the  amounts  certified  during  the  preceding  fiscal  year.  These 
amounts  included  $2.9  milhon  certified  for  monthly  benefits  and  $679,- 
000  for  lump-sum  payments  payable  under  section  210  of  the  Social 
Security  Act  to  survivors  of  World  War  II  veterans.  These  benefits 
would  not  have  been  payable  if  special  provision  had  not  been  made 
under  the  1946  amendments  for  guaranteeing  protection  to  the  sur- 
vivors of  a  veteran  who  died  within  3  years  following  his  discharge 
from  military  service. 

Benefits  were  also  awarded  to  survivors  of  13,300  deceased  workers 
who  had  earnings  under  both  the  old-age  and  survivors  insurance  and 
the  railroad  retirement  system. 

Appeals 

During  the  fiscal  year,  2,171  requests  for  hearings  were  filed,  express- 
ing dissatisfaction  with  administrative  determinations  regarding  en- 
titlement to  benefits,  benefit  amounts,  suspension  or  termination  of 
benefits,  or  the  amounts  posted  to  individuals'  wage  records.  In 
addition,  566  appeals  were  carried  over  from  the  preceding  year. 
Hearings  were  completed  in  2,237  cases  during  the  year,  and  the  refer- 
ees disposed  of  2,294  cases,  including  some  heard  previously.     The 
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original  actions  of  the  Bureau  of  Old-Age  and  Survivors  Insurance 
were  modified,  in  the  claimants'  favor,  by  about  one-sixth  of  these 
decisions.  At  the  close  of  the  fiscal  year,  23  civil  actions  on  claims 
were  pending  in  the  courts;  four  of  the  12  such  cases  decided  during  the 
year  upheld  the  Administration's  position.  Of  the  58  court  decisions 
rendered  since  the  appeals  provisions  of  the  1939  amendments  became 
effective,  37  upheld  the  Administration's  action. 

Administrative  Developments 

Conferences  with  representatives  of  other  Government  agencies 
resulted  in  coordination  and  clarification  of  policy  and  procedure. 
Improved  coordination  with  the  Veterans  Administration  on  section 
210  cases  resulted  in  saving  time  in  processing  these  claims.  Most  of 
the  problems  arising  out  of  the  1948  amendment  to  the  Railroad  Retire- 
ment Act  (PubHc  Law  744,  80th  Congress)  have  been  solved.  In 
effect,  this  amendment  guarantees  a  payment  equal,  at  least,  to  the 
worker's  contributions  under  the  railroad  retirement  program,  with 
an  added  allowance  in  lieu  of  interest,  to  the  survivors  of  a  worker  who 
dies  after  1946.  The  records  of  the  Bureau  of  Old- Age  and  Survivors 
Insurance  have  been  made  available  to  the  Railroad  Retirement  Board 
for  obtaining  the  information  necessary  for  the  administration  of  the 
new  law. 

Public  Law  642,  enacted  June  14,  1948,  presented  difficult  adminis- 
trative problems.  This  law  redefined  the  term  "employee"  in  the 
Social  Security  Act.  The  amended  definition  excluded  from  coverage 
any  individual  who,  under  the  usual  common-law  rules  applicable  in 
determining  employer-employee  relationship,  has  the  status  of  an 
independent  contractor,  and  any  individual  (other  than  an  officer  of  a 
corporation)  who  is  not  an  employee  under  such  common-law  rules. 
All  coverage  determinations  made  by  operating  personnel  with  respect 
to  these  rules  were  examined  to  assure  uniformity  of  application  and 
to  resolve  problem  areas. 

Because  of  the  increase  in  the  number  of  equitable  entitlement 
cases  occasioned  by  the  1946  amendments,  procedures  were  devised 
to  facilitate  payment  on  behalf  of  nonadministered  estates.  These 
procedures  provide  for  payment  of  a  lump  sum  on  behalf  of  an  equita- 
bly entitled  estate  to  a  relative  of  the  wage  earner  with  the  consent 
of  the  closest  relatives.  A  major  change  was  made  in  handling  cases 
involving  organizational  benefits.  The  person  who  paid  the  burial 
expenses  is  considered  equitably  entitled  regardless  of  whether  he  used 
the  proceeds  of  an  organizational  benefit  to  pay  the  expenses  or 
received  such  proceeds  after  paying  the  expenses.  The  streamlining 
of  these  procedures  will  result  not  only  in  a  substantial  saving  to  the 
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Bureau  of  Old-Age  and  Survivors  Insurance  but  also  in  speedier  and 
more  efficient  processing  of  claims. 

Administrative  Costs 

■  The  volume  of  work  in  establishing  and  maintaining  accounts  of 
employees  was  approximately  the  same  as  in  the  fiscal  year  1948. 
New  highs  were  reached  in  processing  claims  for  benefits,  paying 
monthly  benefits,  and  maintaining  the  rolls  of  beneficiaries. 

The  total  administrative  cost  directly  attributable  to  the  old-age 
and  survivors  insurance  system  during  the  fiscal  year  1949  equaled 
3.2  percent  of  the  contributions  received,  while  it  represented  8.8  per 
cent  of  benefit  payments.  A  part  of  these  costs  was  incurred  by  the 
Bureau  for  processing  current  claims,  certifying  benefits  to  beneficiaries 
on  the  rolls  and  establishing  and  maintaining  wage  records  on  the 
basis  of  which  eligibility  for,  and  the  amount  of,  future  benefits  will 
be  determined.  It  also  includes  all  other  costs  directly  attributable 
to  this  program  incurred  within  the  Federal  Security  Agency.  The 
remainder  comprises  costs  incurred  by  the  Treasury  Department  in 
collecting  contributions  under  the  Federal  Insurance  Contributions 
Act,  managing  the  trust  fund,  and  issuing  benefit  checks. 

In  spite  of  rising  costs  for  salaries  and  expenses,  the  Bureau's 
administrative  costs  have  declined,  from  2.6  percent  of  contributions 
collected  in  the  fiscal  year  1941  to  2.3  percent  in  1949.  These  costs 
included  expenses  of  the  central  offices  of  the  Bureau  in  Baltimore, 
the  greater  part  of  which  represented  the  costs  of  maintaining  cen- 
tralized wage  records  of  the  93.4  million  accounts  estabhshed  as  of 
July  1,  1949,  in  addition  to  the  administrative  costs  of  6  area  offices, 
478  field  offices,  2,439  itinerant  stations,  and  16  detached  official 
stations. 

Financing  the  Program 

In  accordance  with  the  Social  Security  Act  Amendments  of  1947, 
the  contribution  rate  on  taxable  wages  payable  by  workers  and  em- 
ployers remained  at  1  percent  each  throughout  the  fiscal  year  1949. 
The  contribution  rates  are  scheduled  to  rise  to  IK  percent  each  for 
the  calendar  years  1950  and  1951  and  to  2  percent  each  beginning  in 
1952. 

Assets  of  the  Federal  old-age  and  survivors  insurance  trust  fund  on 
June  30,  1949,  totaled  $11,310  million,  $1,263  million  more  than  a  year 
earlier.  Contributions  from  employees  and  employers  during  the 
fiscal  year  amounted  to  $1,690  million.  An  additional  $3.3  miUion 
was  appropriated  to  the  trust  fund  from  the  general  fund  of  the 
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Treasury  for  payment  of  benefits  to  survivors  of  certain  World  War 
II  veterans,  as  provided  under  section  210  of  the  Social  Security  Act. 
Interest  received  on  investments  totaled  $230  million.  Disburse- 
ments from  the  fund  amounted  to  $607  miUion  for  payment  of  benefits 
and  $53  million  for  administrative  expenses.  Except  for  $79  million 
held  in  cash  to  meet  current  withdrawals,  all  assets  in  the  trust  fund 
on  June  30,  1949,  were  invested  in  Government  securities. 

All  securities  purchased  for  the  trust  fund  during  the  fiscal  year 
were  special  certificates  of  indebtedness  with  an  interest  rate  of  2% 
percent.  As  of  June  30,  1949,  $9,003  million  was  invested  in  these 
2}^percent  special  certificates  of  indebtedness,  $2,223  miUion  in 
2}^-percent  regular  Treasury  bonds,  and  $4.2  million  in  2K-percent 
regular  Treasury  bonds. 

IMPROVING  THE  PROGRAM 

The  need  to  improve  and  expand  the  old-age  and  survivors  insur- 
ance program,  to  provide  greater  security  for  the  American  people,  has 
long  been  recognized.  In  recent  years  several  studies  by  official 
groups  have  pointed  out  the  shortcomings  of  the  present  program 
and  suggested  methods  for  correcting  them.  One  of  the  most  sig- 
nificant was  that  made  in  1948  by  the  Advisory  Council  on  Social 
Security,  which  was  appointed  by  the  Senate  Committee  on  Finance 
in  September  1947  [and  submitted  its  reports  to  the  Finance 
Committee  in  1948. 

The  fiscal  year  saw  not  only  a  growing  acceptance  of  the  need  for 
major  improvements,  but  also  the  initiation  of  action  to  bring  them 
about.  The  President,  in  his  State  of  the  Union  message  on  January 
5,  1949,  urged  the  Congress  to  ''expand  our  social  security  program, 
both  as  to  size  of  benefits  and  extent  of  coverage,  against  the  economic 
hazards  due  to  unemployment,  old  age,  sickness,  and  disability."  The 
President  implemented  his  message  with  a  bill  on  old-age,  survivors, 
and  disability  insurance  introduced  at  his  request.  This  bill,  H.  R. 
2893,  contained  most  of  the  changes  recommended  by  the  Social 
Security  Administration.  It  proposed  to  extend  coverage  to  most 
of  the  major  excluded  groups,  greatly  increase  benefit  amounts,  and 
add  insurance  protection  against  the  economic  risks  of  temporary 
and  extended  disability. 

The  House  Committee  on  Ways  and  Means  held  public  hearings  on 
H.  R.  2893  between  March  23  and  April  27,  before  considering  it  in 
executive  sessions.^     About  200  persons,  representing  the  Federal, 

'  Later  the  Committee  recommended  the  adoption  of  a  substitute  bill,  H.  R.  6000  (see  footnote  2). 
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State,  and  local  Governments,  labor  unions  and  other  employee  or- 
ganizations, employer  organizations,  or  themselves  only,  submitted 
oral  or  written  testimony.  Most  of  those  who  testified  agreed  that 
it  is  desirable  to  retain  the  basic  structure  of  the  insurance  program 
and  to  improve  it  by  increasing  coverage  and  enlarging  benefits. 


Extension  of  Coverage 

The  coverage  of  the  program  is  now  limited,  in  general,  to  workers 
in  commerce  and  industry.     Some  groups  of  workers  were  originally 

Chart   6.— COVERED   AND   NONCOVERED    EMPLOYMENT 

Extent  of  coverage  under  Jo  Id-age  and  survivors  insurance  June  1949 


excluded  in  order  to  avoid  burdening  the  system  with  difficult  admin- 
istrative problems  in  the  early  years  of  its  existence,  other  groups 
because  they  were  already  covered  by  retirement  systems,  and  still 
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others  because  of  some  barrier — either  of  law  or  custom — to  imposition 
of  the  taxes  for  the  program. 

This  hmited  coverage  has  led  to  serious  difficulties.  Because 
workers  change  from  job  to  job,  the  system  cannot  be  fully  effective 
until  virtually  all  occupational  groups  are  covered.  Under  existing 
provisions,  any  period  during  which  a  worker  is  not  in  covered  employ- 
ment lowers  the  amount  of  any  benefits  payable  to  him  or  to  his 
dependents.  If  he  is  out  of  covered  employment  for  an  extended 
period  of  time,  he  may  lose  all  benefit  rights. 

The  Social  Security  Administration  has  repeatedly  recommended 
extension  of  coverage  to  the  groups  not  now  covered.  The  President, 
in  his  budget  message  of  January  10,  1949,  emphasized  the  impor- 
tance of  coverage  extension  to  nearly  all  of  the  25  milhon  persons  not 
now  covered: 

Under  the  Social  Security  Act,  the  national  policy  contemplated  that  old-age  and 
survivors  insurance  would  be  the  primary  Government  measure  affording  eco- 
nomic protection  to  the  needy  aged  and  dependent  children  .  .  .  Public  assistance 
was  designed  as  a  backstop,  a  second  line  of  defense,  eventually  to  be  replaced  in 
large  measure  by  social  insurance  benefits.  We  have  not  made  progress  toward 
this  objective  in  the  last  decade. 

Chart   7. — INSURED   STATUS   OF   WORKERS 

Workers  with  wage  credits  under  old-age  and  survivors  insurance  at  the  beginning 
of  each  year 
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Limited  coverage  also  results  in  inequitable  distribution  of  the 
costs  of  protection.  Those  who  are  not  covered  pay  indirectly  for  the 
benefits  of  covered  workers  to  the  extent  that  pay-roll  taxes  are  passed 
on  in  consumer  prices.  Covered  workers  who  contribute  to  their  own 
security  must  also  help  provide,  through  general  taxes,  assistance  for 
those  who  are  not  covered.  Many  persons  who  pay  insurance  con- 
tributions do  not  qualify  for  benefits;  others,  who  have  spent  a  sub- 
stantial period  in  noncovered  work,  barely  meet  the  eligibility  require- 
ments and  receive  benefits  far  in  excess  of  their  contributions.  The 
drain  on  funds  resulting  from  payments  to  these  latter  workers  more 
than  offsets  the  gain  from  workers  who  contribute  without  quahfying. 


Chart  8. — INSURED   STATUS    OF   AGED   WORKERS 

Workers  aged  65  and  over  with  wage  credits  under  old-age  and  survivors  insurance, 
January  1 ,   1  949 
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Many  workers  now  excluded  are  covered  by  special  retirement 
systems.  The  Social  Security  Administration  believes  that  these 
special  systems  should  continue.  They  are  designed  to  meet  the 
needs  of  special  groups;  they  assess  higher  contributions  arid  provide 
higher  benefits  than  would  be  possible  under  the  general  system. 
Those  which  existed  in  private  industry  before  the  passage  of  the  Social 
Security  Act  have  been  continued  as  supplements  to  old-age  and  sur- 
vivors insurance;  the  combined  protection  is  usually  more  comprehen- 
sive and  more  valuable  than  coverage  under  the  special  system  alone 
could  be.  The  same  result  could  be  obtained  for  areas  now  outside 
the  coverage  of  old-age  and  survivors  insurance.  Workers  would 
have  continuous  coverage  under  the  general  program  regardless  of  job 
changes  which  might  interrupt  their  coverage  under  the  special 
systems.  Moreover,  they  would  have  the  benefit  of  survivor  pro- 
tection, which  is  not  adequately  provided  under  most  staff  retirement 
systems. 
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THE    NONFARM    SELF-EMPLOYED 

Approximately  7.7  million  persons  work  in  nonfarm  self-employment 
during  the  course  of  a  year.  About  35  percent  of  this  group  are  en- 
gaged in  retail  trade,  18  percent  in  the  service  trades,  12  percent  in 
the  construction  industry,  and  some  10  percent  in  the  professions. 
The  remaining  25  percent  is  accounted  for  by  smaller  groups,  including 
manufacturers,  wholesale  merchants,  agents  and  brokers,  and  owners 
of  transportation,  insurance,  and  real  estate  enterprises. 

The  nonfarm  self-employed  need  old-age,  survivors,  and  disability 
insurance  protection;  in  general  their  opportunities  for  providing 
security  for  themselves  are  no  better  than  those  of  salaried  workers. 
During  the  early  years  of  proprietorship  when  family  responsibihty 
is  heavy,  survivor  protection  would  be  of  great  value.  In  later  years, 
old-age  benefits  would  fill  the  need  created  by  decline  in  income  and 
by  loss  of  ability  to  carry  on  a  business.  A  unique  problem  faced  by 
the  businessman  is  the  possibility  of  business  failure,  which  may  wipe 
out  savings  too  late  in  life  for  him  to  begin  anew  the  accumulation  of 
resources  for  his  old-age  security.  Wage  earners  and  the  self-employed 
alike  are  exposed  to  the  risk  of  disability,  with  consequent  loss  of 
earnings. 

The  similarity  in  the  need  of  the  nonfarm  self-employed  and  of  wage 
earners  for  old-age  and  survivors  insurance  is  indicated  by  the  census 
surveys  of  consumer  income  in  1947.^  In  that  year,  the  median  annual 
money  income  of  the  male  nonfarm  self-employed,  including  profes- 
sional men,  was  only  $3,381.  The  median  annual  money  income^  of 
comparable  male  wage  workers  were  as  follows:  clerical  workers, 
$2,654;  salesmen,  $2,687;  and  craftsmen  and  foremen,  $2,746. 

Popular  conception  ascribes  to  those  in  the  professions  a  high  earn- 
ing capacity  and  consequently  an  ability  to  provide  for  their  own  old 
age,  but  this  is  not  true  with  respect  to  many  professional  people. 
According  to  the  same  survey,  the  median  money  income  of  male 
self-employed  professional  people  was  $5,472.  The  incomes  of  those 
in  the  later  middle  and  older  age  groups  are  much  below  those  of  the 
younger  age  groups. 

Since  there  is  considerable  movement  by  individuals  between  self- 
employment  and  covered  wage  employment,  limited  coverage  results  in 
reduction  or  loss  of  benefits  for  many  self-employed  people.  Because 
the  nonfarm  self-employed  are  generally  familiar  with  the  program 
and  because  many  of  them  contribute  on  behalf  of  their  employees, 
they  are  conscious  of  their  own  lack  of  protection. 

*  Bureau  of  the  Census,  Current  Population  Reports,  Consumer  Income,  Series  P-60,  No.  5,  Feb.  7,  1949, 
table  17,  page  25. 
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FARM   OPERATORS 

While  farm  operators  have  traditionally  been  considered  able  to 
provide  for  their  own  old  age,  it  is  now  recognized  that  farming  is 
subject  to  most  of  the  hazards  of  other  business  enterprises.  In 
addition,  there  are  many  hazards  peculiar  to  farming  alone.  Conse- 
quently, farm  operators  need  insurance  coverage  to  at  least  the  same 
extent  as  the  nonfarm  self-employed. 

Of  the  estimated  total  of  6.5  million  farm  operators,  only  2  or  3 
percent  gross  $20,000  or  more.  More  than  half  of  all  farm  operators 
gross  from  $1,200  to  $20,000  a  year,  and  about  half  of  this  group 
have  less  than  $2,900.  Slightly  over  40  percent  gross  less  than  $1,200 
annually. 

Moreover,  many  farmers,  particularly  those  with  low  incomes  from 
farming,  work  off  the  farm  at  least  half  the  time,  often  in  covered 
emplojrment.  Coverage  of  farmers  would  make  it  possible  for  all 
their  work  to  count  toward  benefits. 

Most  farm  operators,  however,  have  not  had  an  opportunity  to 
observe  the  operation  of  old-age  and  survivors  insurance  and  its  value 
for  workers  and  their  families.  They  probably  know  less  about  the 
program  and  its  objectives  than  any  other  segment  of  the  population. 
A  recent  report  by  Professor  T.  N.  Hurd  of  Cornell  University  on 
"Old  Age  Plans  and  Programs  of  Farmers"  shows  that  7  of  every  10 
farmers  interviewed  in  1946  did  not  know  enough  about  the  program 
to  express  an  opinion  about  its  extension  to  farmers.  After  the  pro- 
gram was  explained  to  them,  nearly  three-fourths  said  that  they 
favored  coverage  for  farm  operators.  Where  farm  groups  have  seen 
that  the  insurance  program  is  a  twentieth-century  adaptation  of  their 
own  principle  of  mutual  aid,  they  have  favored  coverage  of  farm 
people. 

PLANS   FOR   COVERING   FARM   AND   NONFARM   SELF-EMPLOYED 
PERSONS 

On  the  basis  of  experience  gained  through  administering  the 
program,  and  of  research  into  the  nature  and  characteristics  of  farm 
and  nonfarm  self-employment,  the  Social  Security  Administration  and 
the  Treasury  Department  have  developed  a  plan  for  covering  the 
self-employed  by  tying  in  a  self-reporting  system  for  social  insurance 
with  the  income  tax.  The  Senate  Finance  Committee's  Advisory 
Council  on  Social  Security  reported  their  conviction  of  the  feasibility 
of  this  plan. 

Contributions  and  benefits  would  be  based  on  "self-employment 
income"  reported  on  a  special  social  security  form  filed  as  a  supplement 
to  the  individual's  income  tax  return.    Self-employment  income  would 
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represent  an  individual's  net  earnings  from  a  trade  or  business  or 
from  a  partnership  and  would  be  based  on  two  figures  appearing  in 
Schedule  C  (income  from  business  or  profession)  and  Schedule  E 
(income  from  partnerships)  of  the  income  tax  return.  The  contribu- 
tion base  would  include  dividends,  interest,  and  royalties  when 
derived  in  the  course  of  a  trade  or  business.  It  also  would  include 
certain  rents  derived  in  the  course  of  a  trade  or  business,  such  as  that 
of  a  real  estate  dealer  or  an  operator  of  a  roominghouse  or  hotel.  It 
would  not,  however,  include  rents,  royalties,  dividends,  or  interest 
which  were  basically  a  return  on  capital  investment,  nor  would  it 
include  capital  gains  or  losses. 

The  maximum  annual  amount  of  self -employment  income  on  which 
contributions  would  be  payable  would  be  that  set  for  wage  earners 
less  the  amount  of  any  wages  received  during  the  year  from  other 
covered  employment.  To  avoid  the  administrative  expense  of  securing 
contributions  and  reports  from  the  low-income  self-employed,  indi- 
viduals whose  earnings  from  self-employment  are  below  a  fixed 
minimum  would  be  excluded.  The  minimum  amount  of  net  earnings 
on  which  an  individual  would  be  required  to  contribute  should  enable 
him  to  meet  the  eligibihty  requirements  on  the  basis  of  his  self- 
employment  income  alone. 

Benefits  should  be  paid  only  to  persons  who  are  no  longer  regularly 
employed  in  gainful  activity.  For  this  reason  a  "work  clause"  would 
be  apphed  to  self-employed  persons  similar  to  that  applied  to  wage 
earners.  A  beneficiary  would  not  receive  a  benefit  for  any  month  in 
which  his  net  earnings  from  self-employment  exceed  $50  if  he  renders 
substantial  service  in  self-employment  in  that  month.  It  would  be 
assumed,  however,  that  an  individual  did  not  earn  more  than  $50  in 
self-employment  in  any  month  if  his  net  earnings  from  self-employment 
for  the  year  are  $600  or  less.  If  his  net  earnings  exceed  $600,  the 
number  of  months  assumed  to  be  months  of  earnings  in  excess  of  $50 
could  be  no  greater  than  the  quotient  obtained  by  dividing  his  annual 
earnings  over  $600  by  50. 

The  contribution  rate  for  the  self-employed  should  equal  not  more 
than  one  and  one-half  times  the  employee  rate.  This  compromise 
between  the  employee  rate  and  the  combined  employer-employee  rate 
recognizes  that  the  self-employed  person's  contribution  (unlike  the 
employer's  contribution  on  behalf  of  an  employee)  is  not  deductible 
as  a  business  expense  for  income-tax  purposes;  that  his  contribution 
base  includes  some  return  on  his  investment  in  the  business ;  and  that 
the  average  self-employed  person  retires  at  an  older  age  than  the 
average  employee. 

The  Social  Security  Administration  is  opposed  to  voluntary  coverage 
for  the  self-employed.     Experience  with  voluntary  social  insurance 
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programs  indicates  that  only  a  small  percentage  of  eligible  persons 
participate.  Those  who  do  participate  are  likely  to  be  persons  nearing 
retirement  age  and  others  who  would  expect  to  receive  far  more  in 
benefits  than  they  would  pay  for.  Voluntary  coverage  would  there- 
fore subject  the  program  to  adverse  selection  and  would  greatly  in- 
crease costs.  The  people  who  would  not  participate  in  a  voluntary 
program  are  likely  to  be  the  very  ones  most  in  need  of  protection — 
that  is,  individuals  with  low  incomes  who  are  hard  pressed  to  meet 
current  expenses.  Moreover,  many  individuals  who  would  not  par- 
ticipate because  they  expect  to  provide  for  themselves  through  their 
own  means  would  find  their  efforts  nullified  through  circumstances 
beyond  their  control,  and  would  then  have  to  be  provided  for  through 
public  assistance. 

AGRICULTURAL   WORKERS 

Extension  of  coverage  to  farm  workers  is  especially  desirable 
because,  aside  from  their  low  incomes  and  consequent  lack  of  security, 
they  tend  to  shift  extensively  between  agriculture  and  covered  employ- 
ment. One-third  to  one-half  of  all  farm  workers  spend  part  of  their 
working  lives  in  covered  employment.  When  they  return  to  farm 
work,  their  insurance  protection  may  be  entirely  lost  or,  at  best, 
reduced. 

In  the  previously  mentioned  study  by  Professor  Hurd,  nearly 
four-fifths  of  the  farmers  favored  coverage  for  farm  laborers.  Farm 
employers  who  are  acquainted  with  the  program  realize  that  coverage 
of  farm  laborers  would  help  to  reduce  their  costs.  First,  they  would 
be  better  able  to  hire  and  keep  high-grade  help  and  not  lose  their  best 
agricultural  workers  to  covered  jobs.  Second,  since  farm  laborers  are 
likely  to  require  public  assistance  in  time  of  need,  old-age  and  sur- 
vivors insurance  coverage  for  farm  workers  is  a  way  of  reducing  taxes 
for  State  and  local  costs  of  public  assistance. 

DOMESTIC    WORKERS    IN   PRIVATE   HOMES 

Coverage  should  be  extended  to  all  workers  performing  domestic 
service  who  earn  at  least  $25  in  cash  wages  from  an  employer  in  a 
calendar  quarter.  Only  those  casually  or  incidentally  employed 
should  be  excluded.  On  this  basis,  approximately  2,2  million  of  the  3 
million  persons  who  work  in  domestic  service  in  private  homes  in  the 
course  of  a  year  would  be  covered. 

Studies  by  the  Social  Security  Administration  show  that  domestic 
workers  need  the  protection  afforded  by  the  program  even  more  than 
other  wage  workers.  Their  earnings  are  too  low  to  enable  them  to 
protect  themselves  and  their  families  against  the  risk  of  loss  of  earnings 
resulting  from  premature  death,  old  age  or  disability.     Employers  of 


Social  Security  Administration  39 

domestic  workers  are  even  less  able  than  industrial  or  commercial 
employers  to  provide  for  employees  who  can  no  longer  work.  Do- 
mestic workers  are  not  covered  by  the  various  measures  which  protect 
the  wages,  working  conditions,  hours  of  work,  and  health  of  the 
commercial  and  industrial  worker.  Insurance  coverage  would  be  an 
important  step  toward  improving  their  position.  It  would  be  espe- 
cially significant  for  the  many  who  have  contributed  to  the  program 
while  working  in  covered  employment  at  one  time  or  another,  particu- 
larly during  the  war. 

To  assure  equality  of  treatment  with  other  workers,  both  cash  and 
noncash  remuneration  of  domestic  workers  should  be  included  as  wages 
for  social  insurance  purposes.  This  is  especially  important  because  of 
the  extent  to  which  the  wages  of  domestic  workers  include  payments 
in  kind,  such  as  meals  or  lodging. 

PLANS    FOR    COVERING    AGRICULTURAL    AND    DOMESTIC    WORKERS 

Either  of  two  reporting  methods  would  be  suitable  for  securing 
reports  of  earnings  and  contributions  from  farm  and  domestic  workers. 
Under  the  stamp  method,  the  farm  or  household  worker  would  obtain 
a  stamp  book  from  any  post  office,  rural  mail  carrier,  or  social  security 
field  office.  Employers  would  purchase  special  social  security  stamps 
from  post  offices  and  would  paste  them  in  the  worker's  book  each  pay 
day  in  amounts  reflecting  the  wage  payment.  Half  the  cost  of  the 
stamps  would  be  deducted  from  the  worker's  earnings,  thus  providing 
for  the  payment  of  equal  contributions  by  the  employer  and  the 
employee.  Upon  expiration  of  the  period  of  vaHdity  of  the  book, 
it  would  be  forwarded  to  the  Social  Security  Administration  and  the 
amount  of  wages  shown  by  the  stamps  would  be  posted  to  the  indi- 
viduals' account. 

The  simplified  return  method  is  sunilar  to  the  reporting  method 
now  used  by  employers  in  commerce  and  industry,  many  of  whom, 
have  only  one  employee.  The  method  would  be  simplified  for  the 
farmer  and  householder  by  the  use  of  a  simpler  tax  return  form. 
In  addition,  each  farmer  and  householder  would  be  given  a  simple 
record  book  in  which  each  worker's  wages  could  be  tallied  for  the 
calendar  quarter.  A  tear-off  receipt  would  be  available  for  issuance 
to  the  worker,  and  the  quarterly  wage  totals  would  be  transferred 
to  the  simplified  tax  return  form. 

EMPLOYER-EMPLOYEE   RELATIONSHIP 

The  enactment  in  1948  of  Public  Law  642  (80th  Congress)  has 
resulted  in  denial  of  coverage  to  many  individuals  in  such  occupational 
groups  as  outside  salesmen  in  manufacturing  and  wholesale  trade, 
lessee  drivers  of  taxicabs,  Hfe  insurance  agents,  industrial  home  work- 
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ers,  house-to-house  salesmen,  and  mining  lessees.  The  usual  common- 
law  rules,  established  by  Public  Law  642,  as  the  test  for  determining 
the  existence  of  an  employer-employee  relationship,  prevented  the 
coverage,  as  employees,  of  many  individuals  who  could  not  realistically 
be  deemed  to  be  independent  businessmen.  The  factor  of  control 
over  the  individual  with  respect  to  the  means  of  performance  of  the 
service  has  been  traditionally  the  most  significant  element  looked  to 
by  the  courts  under  the  usual  common-law  rules,  and  generally  has 
been  made  the  determinative  factor  of  the  existence  of  the  employer- 
employee  relationship. 

The  workers  who  are  denied  the  right  to  insurance  protection  under 
Public  Law  642  are  in  substantially  the  same  economic  position  as 
those  in  the  same  occupations  who  are  employees  under  that  law. 
Both  groups  earn  their  livelihood  by  performing  services  that  are  an 
essential  part  of  the  business  of  another.  Both  are  subject  to  the 
economic  hazard  of  income  loss  because  of  old  age  and  death  and  are 
unable  to  provide  for  meeting  this  hazard  through  private  means. 

The  difference  in  treatment  accorded  classes  of  workers  in  the  same 
occupational  groups  is  not  the  sole  reason  for  recommending  elimina- 
tion of  the  distinction  predicated  on  the  absence  or  presence  of 
common-law  control.  This  test  has  also  had  a  direct  impact  upon 
those  for  whom  such  service  is  performed.  Some  employers  have  been 
put  to  a  disadvantage  as  compared  with  those  who  receive  the  same 
type  of  service  but  do  not  pay  contributions.  In  many  cases  the 
latter  group  avoid  the  payment  of  social  security  taxes  through  mere 
formal  shifts  in  the  contractual  arrangements  with  their  workers. 

The  Social  Security  Administration  is  of  the  opinion  that  the  usual 
common-law  rules  for  determining  the  employer-employee  relation- 
ship, even  though  liberally  applied,  are  too  restrictive  as  a  test  for 
determining  an  individual's  right  to  benefits.  The  Administration 
therefore  recommends  that  Public  Law  642  be  repealed.  This  recom- 
mendation is  fully  supported  by  the  Treasury  Department,  The  ad- 
ministrative agencies  recommend  that  "employee"  be  defined  so  as 
to  minimize  tax  avoidance  through  mere  formal  shifts  in  contractual 
arrangements  and  to  diminish  the  uncertainty  which  exists  on  the  part 
of  workers,  employers,  and  the  administrative  agencies  about  the 
status  of  persons  performing  services  in  the  borderline  employments. 
Such  a  definition  should  deemphasize  the  element  of  control  and  permit 
consideration  to  be  given  to  other  factors  of  equal  importance.  It 
would  result  in  coverage  as  employees  for  all  persons  who  are  not 
independent  businessmen,  provided  that  their  services  were  not  casual 
and  infrequent. 

The  establishment  of  a  more  precise  definition  of  the  term  "em- 
ployee" would  provide  for  more  efficient  administration  of  the  pro- 
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gram  under  its  present  limited  coverage;  it  would  also  be  of  importance 
when  coverage  is  extended  to  the  self-employed,  because  the  self- 
employed  would  be  required  to  contribute  at  a  higher  rate  than  those 
covered  as  employees. 

EMPLOYMENT   BY   NONPROFIT   ORGANIZATIONS 

Old-age  and  survivors  insurance  coverage  would  be  very  valuable 
to  the  800,000  lay  individuals  employed  during  the  course  of  a  year 
by  nonprofit  organizations.  While  some  nonprofit  employers  have 
estabHshed  retirement  systems,  most  employees  in  this  group  do  not 
have  adequate  protection.  Testimony  given  during  the  public  hear- 
ings on  H.  K.  2893  emphasized  the  diflficulties  of  nonprofit  organiza- 
tions in  recruiting  personnel;  prospective  employees  do  not  want  to 
weaken  their  insurance  protection  by  taking  noncovered  work. 

Employees  of  nonprofit  organizations  were  excluded  because  many 
nonprofit  employers  felt  that  imposition  of  the  employer  tax  would 
imperil  their  tax-exempt  status.  This  opposition  to  coverage  has 
lessened  in  recent  years,  but  to  some  extent  it  still  exists.  The  Social 
Security  Administration  has  given  sympathetic  consideration  to  this 
question,  and  believes  that  compulsory  coverage  of  nonprofit  organi- 
zations would  not  have  the  effects  feared  by  some  groups.  However, 
the  views  held  by  these  groups  must  be  considered.  The  recommenda- 
tions set  forth  below  reflect  a  compromise  between  the  two  viewpoints. 

The  Administration  recommends  that  employees  of  nonprofit  in- 
stitutions (except  clergymen  and  members  of  religious  orders)  should 
be  covered,  with  a  compulsory  employee  contribution.  The  payment 
of  the  employer  contribution  should  be  voluntary,  but  the  employee 
should  receive  credit  for  only  half  his  wages  if  the  employer  contribu- 
tion is  not  paid. 

This  type  of  voluntary  coverage,  while  not  so  satisfactory  as  com- 
pulsory provisions,  is  not  nearly  so  objectionable  as  voluntary  cover- 
age at  the  option  of  the  individual  employee.  Under  the  latter,  the 
persons  most  in  need  of  protection  would  be  unlikely  to  elect  coverage. 
Moreover,  a  drain  on  the  trust  fund  would  result  from  elections  of 
coverage  by  a  disproportionately  large  number  of  employees  who 
would  receive  more  than  average  benefits  in  proportion  to  their  con- 
tributions. Voluntary  coverage  at  the  option  of  the  employer,  which 
has  also  been  suggested,  would  partly  overcome  these  disadvantages 
but  of  course  would  not  result  in  as  extensive  participation  as  the 
provisions  recommended  above. 

MILITARY    SERVICE 

The  Administration  believes  that  coverage  should  be  extended  to 
the  2  miUion  persons  who  serve  in  the  armed  forces  during  the  course 
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of  a  year.  The  various  branches  of  the  armed  forces  have  their  own 
retirement  systems  for  career  servicemen,  and  all  servicemen  have 
protection  against  disability  and  death  under  veterans'  programs. 
However,  no  retirement  benefits  are  payable  for  less  than  20  years' 
service,  and  the  protection  provided  under  the  veterans'  laws  in  most 
cases  ceases  when  the  individual  leaves  the  service.  Under  present 
conditions  the  average  young  man  entering  military  service  will  spend 
only  a  few  years  in  uniform.  While  in  service,  he  acquires  no  credit 
toward  old-age  and  survivors  insurance  benefits;  on  the  contrary, 
the  potential  benefit  payable  is  reduced  because  his  military  earnings 
are  not  counted.  Extension  of  coverage  to  service  in  the  armed 
forces  would  provide  adequate  protection  for  individuals  who  spend 
only  a  part  of  their  lives  in  military  service  and  would  enhance  the 
protection  provided  for  the  career  serviceman. 

The  Social  Security  Administration  believes  that  servicemen  who 
are  not  entitled  to  the  benefits  provided  under  a  service  retirement 
system  should  be  covered  by  old-age  and  survivors  insurance.  Under 
provisions  included  in  H.  R.  2893  to  accomplish  this  purpose,  both  the 
employer  and  employee  contribution  would  be  paid  by  the  Federal 
Government.  If  the  serviceman  received  payments  under  a  service 
retirement  system,  his  military  service  would  not  be  counted  toward 
benefits  under  old-age  and  survivors  insurance,  and  the  contributions 
for  that  service  would  be  refunded  to  the  Government,  These 
adjustment  provisions  are  intended  to  keep  the  total  of  Federal 
noncontributory  benefits  based  on  military  service  from  being  excessive. 

An  alternative  method  would  be  to  provide  that  the  servicemen 
would  pay  their  own  contributions,  that  the  old-age  and  survivors 
insurance  benefit  would  be  payable  in  full,  and  that  the  service  retire- 
ment pension  would  be  adjusted  to  take  account  of  the  insurance 
benefits.  This  method  would  preserve  the  character  of  old-age  and 
survivors  insurance  as  the  basic  contributory  program  and  would 
occasion  a  lesser  administrative  burden. 

World  War  II  service. — During  World  War  II  almost  17  million 
men  and  women  served  in  the  armed  forces.  The  consequences  of 
this  service,  in  the  form  of  lost  or  diminished  old-age  and  survivors 
insurance  protection,  are  still  with  us  today,  although  Congress  has 
adopted  limited  provisions  for  alleviating  the  hardship.  Under  sec- 
tion 210  of  the  Social  Security  Act,  adopted  in  1946,  veterans  who  meet 
certain  service  requirements  and  who  die  within  3  years  after  discharge 
are  considered  to  have  died  fully  insured  with  an  average  monthly 
wage  of  $160. 

These  guarantees,  however,  do  not  hold  when  the  veteran  dies  in 
service  or  when  pension  or  compensation  is  payable  under  laws  ad- 
ministered  by   the   Veterans   Administration.     For  most   veterans, 
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moreover,  the  3-year  period  of  protection  has  already*  expired.  In 
many  instances,  benefits  under  section  210  are  not  as  favorable  as  those 
which  would  have  been  paid  if  the  veteran  had  retained  his  covered 
job.  As  a  consequence,  veterans  are  still  handicapped  by  their  ab- 
sence from  covered  employment  during  their  mihtary  service.  The 
Administration  recommends  that  wage  credits  be  provided  for  each 
month  of  World  War  II  mihtary  service. 

CIVILIAN    EMPLOYEES    OF   THE   FEDERAL   GOVERNMENT 

Most  of  the  2.5  milhon  civilians  employed  by  the  Federal  Govern- 
ment during  the  course  of  a  year  are  covered  by  the  civil  service  retire- 
ment system  or  one  of  the  smaller  Federal  systems.  Nevertheless, 
some  300,000  workers  employed  during  the  course  of  a  year  have  no 
retirement  protection.  The  jobs  not  covered  by  retirement  systems 
are  those  least  hkely  to  be  regarded  as  part  of  the  career  service. 
Persons  in  such  jobs  are  more  likely  to  have  worked  in  jobs  covered 
by  old-age  and  survivors  insurance  before  or  after  entering  Govern- 
ment service.  The  Social  Security  Administration  believes  that  there 
is  no  reason  for  delay  in  extending  old-age  and  survivors  insurance 
protection  to  these  workers. 

Employees  covered  by  the  civil-service  retirement  system  receive 
retirement  benefits  substantially  greater  than  those  under  old-age  and 
survivors  insurance,  and  also  have  survivor  and  disability  protection. 
Extension  of  old-age  and  survivors  insurance  to  Federal  employment, 
would,  however,  provide  more  nearly  adequate  survivor  protection  for 
the  younger  employees.  The  amount  of  protection  under  the  two  sys- 
tems in  combination  would  not  need  to  be  any  less,  or  any  more  costly 
to  the  worker,  than  that  afforded  by  the  retirement  system  alone;  and 
continuity  of  protection  would  be  an  advantage  for  those  who  have 
other  employment.  The  Administration  beheves  that  employees 
covered  by  Federal  retirement  systems  should  be  brought  under  old- 
age  and  survivors  insurance  and  that  practical  plans  for  coordinating 
the  systems  can  be  worked  out. 

EMPLOYEES    OF    STATE   AND   LOCAL   GOVERNMENTS 

State  and  local  government  employees  are  no  better  able  to  provide 
their  own  protection  than  other  workers,  yet  almost  half  the  5  miUion 
individuals  employed  by  State  and  local  governments  during  the  course 
of  a  year  have  no  retirement  rights.  Perhaps  as  many  as  80  percent 
of  those  with  retirement  rights  lack  protection  for  their  families. 
Furthermore,  many  members  of  rethement  systems  will  lose  all  rights 
to  benefits  if  they  leave  before  reaching  retirement  age. 

Moreover,  lack  of  old-age  and  survivors  insurance  coverage  causes 
serious  personnel  problems.    Young  people  sometimes  hesitate  to  take 
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jobs  without 'Social  security  protection;  employees  who  have  built  up 
insurance  credits  will  not  readily  accept  work  in  noncovered  employ- 
ment; and  where  there  is  no  retirement  system  the  municipality  may 
have  to  retain  aged  employees  because  they  would  have  no  means  of 
support  if  laid  off. 

Despite  the  general  objections  to  voluntary  coverage,  the  Adminis- 
tration recommends  coverage  at  the  election  of  the  employer  for  State 
and  local  government  employees  because  of  possible  constitutional 
barriers  to  taxation  of  the  States.  Coverage  should  be  extended  to 
these  employees  by  means  of  voluntary  agreements  between  the  Fed- 
eral Government  and  the  States.  Political  subdivisions  of  States 
should  secure  coverage  for  their  employees  under  State  agreements; 
it  would  be  impracticable  for  the  Federal  Government  to  negotiate 
separate  agreements  with  all  of  the  155,000  local  governmental  units. 

RAILROAD    EMPLOYEES 

Roughly  2.3  million  employees  had  some  railroad  employment  dur- 
ing 1948.  Railroad  employees  have  better  protection  than  any  of  the 
other  excluded  groups,  with  the  possible  exception  of  those  covered 
under  the  Federal  civil-service  retirement  system.  The  railroad  sys- 
tem provides  retirement  benefits  closely  related  to  years  of  service 
and  also  with  survivor  and  disability  benefits.  The  survivor  benefits 
are  modeled  after  and  coordinated  with  the  survivor  benefits  of  old- 
age  and  survivors  insurance. 

Notwithstanding  these  provisions,  the  over-all  protection  of  many 
persons  would  be  improved  by  an  extension  of  coverage  to  railroad 
employees.  Of  the  8.3  million  persons  who  have  had  some  railroad 
employment  during  the  years  1937  through  1948,  probably  more  than 
5  million  also  had  some  employment  under  old-age  and  survivors 
insurance.  Until  such  workers  have  continuity  of  coverage  under  one 
system  their  retirement  protection  must  remain  uncertain.  For  ex- 
ample, a  railroad  worker  who  works  for  only  short  periods  in  employ- 
ment covered  by  old-age  and  survivors  insurance  may  not  qualify 
for  benefits  under  that  program,  but  his  railroad  benefit  will  be  low- 
ered. Such  uncertainty  of  protection  is  not  conducive  to  a  feeling  of 
security,  nor  does  it  encourage  workers  to  plan  toward  supplementing 
their  retirement  benefits. 

The  Social  Security  Administration  believes  that  the  most  satisfac- 
tory solution  to  this  problem  is  to  extend  old-age  and  survivors  insur- 
ance to  railroad  employees,  with  modifications  in  the  railroad  pro- 
gram to  take  account  of  the  additional  protection  provided.  This 
plan  would  provide  individuals  who  work  under  both  programs  with 
the  same  continuous  coverage  for  retirement  benefits  as  that  now 
provided  for  survivors'  benefits. 
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GEOGRAPHICAL   RESTRICTIONS    ON    COVERAGE 

With  one  minor  exception,  the  present  coverage  of  the  program  is 
Hmited  to  the  continental  United  States  and  the  Territories  of  Alaska 
and  Hawaii.  Many  persons  whose  economic  security  is  closely  tied 
in  with  that  of  the  United  States  work  outside  those  areas. 

Coverage  of  Puerto  Rico  and  the  Virgin  Islands  is  both  desirable 
and  feasible.  The  employed  labor  force  of  the  two  Territories  is 
about  650,000.  Wage  rates  and  annual  earnings  are  low,  and  the 
average  worker  is  even  less  able  than  workers  in  the  continental  United 
States  to  provide  for  his  old  age  and  for  his  family  in  case  of  his  death. 
The  need  for  the  insurance  system  is  evidenced  by  the  large  percent- 
age of  the  people  who  depend  on  public  assistance.  Available  evidence 
indicates  that  the  great  majority  of  workers  who  would  make  contrib- 
utions under  the  program  would  be  able  to  meet  the  requirements  for 
benefits. 

Another  group  excluded  from  coverage,  though  part  of  the  Ameri- 
can economy,  is  composed  of  American  citizens  employed  outside  the 
United  States  by  American  employers.  There  are  about  175,000  such 
employees  during  the  course  of  a  year.  The  Administration  recom- 
mends that  coverage  be  extended  to  this  group,  also. 

Strengthening  the  Benefit  Structure  and  Other  Changes 

Our  social  insurance  program  is  based  on  principles  fundamentally 
tied  in  with  our  economic  and  political  structure,  our  free  enterprise, 
and  our  democratic  institutions.  When  measures  are  adopted  to 
increase  security  under  this  program,  they  should  at  the  same  time 
strengthen  these  basic  principles,  which  may  be  stated  as  follows: 

(1)  The  program  should  provide  basic  security  related  to  an  indi- 
vidual's former  rate  of  earnings  and  to  the  regularity  and  duration 
of  his  emplojnnent. 

(2)  Individuals  should  contribute  a  fixed  proportion  of  their  income 
from  employment,  and,  except  for  a  relatively  few  high-paid  individu- 
als, an  individual's  entire  earnings  should  be  subject  to  this  contribu- 
tion and  considered  in  determining  his  benefits. 

(3)  The  benefits  of  a  low-wage  worker  should  represent  a  larger 
proportion  of  former  wages  than  those  of  a  high-wage  worker,  but  the 
latter  should  receive  significantly  higher  amounts  because  benefits 
should  reflect  former  levels  of  living  and  contributions  of  workers  to 
their  own  future  security. 

(4)  The  benefits  of  low-wage  workers  and  of  those  who  retire  in 
the  early  years  of  the  program  and  the  benefits  for  families  of 
those  who  die  prematurely  should  be  relatively  large  compared  to 
their  contributions,  since  otherwise  they  would  be  inadequately  pro- 
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tected;  high-wage  long-term  contributors  should  generally  receive 
benefits  at  least  as  large  as  their  contributions  would  buy  in  private 
insurance. 

(5)  Thrift  should  be  encouraged  by  paying  benefits  regardless  of 
income  from  savings,  but  benefits  should  not  be  paid  to  persons  who 
are  still  self-supporting  by  employment. 

(6)  The  minimum  benefit  paid  should  contribute  significantly 
toward  the  individual's  security,  and  persons  who  have  worked  regu- 
larly under  the  program  should  build  up  larger  benefits  by  continued 
years  of  contributions. 

The  recommendations  of  the  Social  Security  Administration  for 
improving  the  program  are  in  line  with  these  principles. 

BENEFIT   AMOUNT 

So  long  as  benefits  under  the  contributory  insurance  program  remain 
at  totally  inadequate  levels  while  the  noncontributory  assistance  pay- 
ments steadily  increase,  the  contributory  program  is  threatened. 
Unless  the  insurance  program  is  improved,  pressure  will  grow  for  a 
program  granting  large  benefits  from  general  revenues  to  every  aged 
person  without  relation  to  need,  former  earnings,  or  contributions. 
Under  the  provisions  adopted  in  1939,  the  average  assistance  payment 
was,  until  the  end  of  1942,  below  the  average  primary  insurance 
benefit  paid  on  the  basis  of  wage  records.  Today,  10  years  after  the 
insurance  program  was  last  revised  materially,  the  average  old-age 
assistance  payment  is  70  percent  above  the  primary  insurance  benefit. 

In  June  1949,  the  average  primary  insurance  benefit  was  $25.72. 
This  amount  needs  to  be  doubled  to  provide  basic  security  for  insured 
persons  and  their  families  and  fair  treatment  for  those  who  have  con- 
tributed to  their  own  future  security,  as  compared  with  those  who 
receive  assistance.  To  obtain  the  increase  desired  for  all  wage  levels 
and  for  persons  of  different  employment  patterns,  changes  are  needed 
in  the  maximum  amount  of  wages  credited  toward  benefits,  in  the  cal- 
culation of  the  average  monthly  wage,  and  in  the  benefit  formula 
applied  to  that  average  wage. 

When  the  maximum  creditable  annual  wage  was  set  at  $3,000  in 
1939,  only  3  percent  of  all  workers  in  covered  employment  received 
more  than  that  amount.  Of  those  in  covered  emplojnnent  all  the 
year,  approximately  5  percent  earned  over  $3,000.  At  today's 
wages,  about  24  percent  of  all  covered  workers,  and  37  percent  of  the 
workers  regularly  in  covered  employment,  earn  more  than  $3,000; 
19  percent  of  all  covered  workers  and  29  percent  of  the  regularly 
covered  workers  earn  between  $3,000  and  $4,800.  Because  the  cost 
of  living  has  increased  about  70  percent  since  1939,  workers  who 
today  earn  $4,800  live  no  better  than  those  who  earned  $3,000  in  1939. 
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Chart   9. — WORKERS   EARNING   $3,000   OR   MORE 

Earners  working  in  ail  four  quarters  of  the  year  in  employment  covered  by  old-age 
and  survivors  insurance 
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To  provide  approximately  as  much  protection  as  was  intended  when 
the  formula  was  established,  the  maximum  creditable  wage  base 
should  now  be  increased  to  $4,800. 

Increasing  the  wage  base  is  important  for  another  reason.  To  be 
adequate,  benefits  must  be  raised  considerably  at  the  lower  levels. 
The  benefit  formula  now  provides  for  40  percent  of  the  first  $50  of 
the  average  monthly  wage  plus  10  percent  of  the  amount  over  $50 
but  not  exceeding  $250,  increased  by  1  percent  for  each  year  in  which 
the  worker's  covered  wages  were  at  least  $200,  with  a  minimum 
primary  insurance  benefit  of  $10.  It  is  proposed  that  the  minimum 
benefit  payable  be  $25,  and  that  the  proportion  of  the  average  monthly 
wage  paid  at  low  wage  levels  be  50  percent  rather  than  40  percent. 
If  these  changes  are  made  without  a  corresponding  increase  in  the 
maximum  creditable  wages,  the  range  of  benefits  will  be  too  narrow 
to  leave  a  fair  distinction  between  low-paid  and  higher-paid  workers 
in  relation  to  their  wage  losses. 

The  second  aspect  of  the  benefit  structure  important  to  change  is 
the  method  of  calculating  the  average  monthly  wage.  That  average 
is  now  computed  by  dividing  the  total  wages  an  individual  received 
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Chart    1 0. — SIZE  OF  PRIMARY  BENEFIT 

Old-age  and  survivors  insurance  benefits  to  retired  vi^orkers,  December  31,   1948 
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in  covered  employment  since  the  program  began  by  the  number  of 
months  in  which,  according  to  his  age,  he  may  be  presumed  able  to 
work  in  covered  employment.  The  average  monthly  wage,  being  a 
working  lifetime  average,  is  adversely  affected  by  periods  when  the 
worker  was  not  in  covered  employment  or  was  receiving  low  wages. 
This  method  of  calculating  the  average  monthly  wage  has  caused 
much  misunderstanding  and  is  one  reason  why  old-age  and  survivors 
insurance  benefits  have  not  risen  in  recent  years  as  much  as  wage 
rates. 

The  long-run  trend  of  wages  is  upward.  When  an  individual  dies 
or  retires,  his  lifetime  average  monthly  wage  will  in  many  cases  be 
considerably  below  his  recent  rate  of  earnings;  it  will  include  wages 
earned  many  years  previously  when  the  general  wage  level  was  low 
and  before  he  reached  the  period  of  his  maximum  skill  and  highest 
earnings.  It  is  customary,  under  both  public  and  private  retirement 
systems,  to  base  benefits  on  earnings  in  a  limited  period,  such  as  5  or 
10  consecutive  years.  The  Social  Security  Administration  recom- 
mends that  the  average  monthly  wage  be  based  on  covered  wages 
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earned  in  a  limited  period — such  as  the  5  or  10  consecutive  years  in 
which  wages  were  highest — a  period  long  enough  to  avoid  basing 
benefits  on  nontypical  earnings  but  short  enough  to  permit  the  average 
wage  to  reflect  rising  wage  rates  and  to  represent  a  good  period  of 
of  employment.  With  this  change  and  with  a  maximum  average 
monthly  wage  of  $400  (with  wage  base  of  $4,800),  the  wage  loss  would 
usually  be  adequately  recognized  in  the  benefit  base. 

The  proportion  of  the  average  monthly  wage  replaced  by  benefits 
under  the  formula  also  requires  change.  The  Administration  believes 
that  more  of  the  average  monthly  wage  should  be  included  in  the 
first  bracket  of  the  formula,  where  the  percentage  of  replacement  is 
highest.  Wages  below  $75  or  $100  a  month  now  represent  marginal 
employment;  the  benefit  should  replace  a  relatively  large  proportion  of 
such  wages  if  it  is  to  contribute  significantly  to  the  worker's  security. 
Fifty  percent  of  the  first  $75  or  $100  of  the  average  monthly  wage 
would  be  better  than  40  percent  of  the  first  $50. 

To  maintain  a  reasonable  spread  of  benefits  between  low-wage  and 
higher-wage  workers,  the  Administration  suggests  also  that  the 
formula  allow  replacement  of  15  percent,  rather  than  10  percent,  of 
that  portion  of  the  average  wage  above  $75  or  $100.  While  it  is 
important  to  assure  basic  security  for  low-paid  workers,  it  is  also 
important  to  recognize  the  individual  effort  and  contributions  of  high- 
paid  workers  by  a  reasonable  differential  in  benefit  amounts.  I  if  teen 
percent  is  not  an  excessive  figure  for  this  purpose. 

There  should  also  be  a  dilTerential  in  benefits  in  favor  of  workers 
who  contribute  regularly  to  the  program,  as  compared  with  those 
who  sometimes  work  in  noncovered  occupations.  This  distinction  is 
now  made  through  the  method  of  computing  the  average  wage.  If 
that  method  is  changed  as  recommended,  the  benefit  formula  should 
be  changed  to  maintain  the  distinction — that  is,  to  yield  propor- 
tionately smaller  benefits  to  those  who  have  some  periods  outside  of 
covered  employment.  An  appropriate  method  to  this  end  would  be 
to  multiply  the  basic  benefit  by  a  fraction  representing  the  worker's 
years  in  covered  employment  divided  by  the  years  when,  according 
to  his  age,  he  could  be  expected  to  have  had  such  employment.  This 
method  would  not  handicap  the  young  worker  who  dies  after  only  a 
few  years  under  the  program;  if  he  had  spent  all  his  time  after  age  21 
in  covered  employment  he  would  be  considered  a  full-time  worker. 
It  would,  however,  prevent  an  individual  who  was  in  covered  employ- 
ment only  5  or  10  years  out  of  a  long  working  lifetime  from  receiving 
as  high  a  benefit  as  a  person  who  had  the  same  average  wage  but  who 
contributed  all  his  life. 

The  Administration  strongly  recommends  retention  of  the  present 
increment  of  1  percent  for  each  year  of  substantial  covered  employ- 
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ment.  The  increment  allows  a  higher  benefit  for  a  worker  in  the 
system  many  years  than  for  a  person  who  retires  after  only  a  few  years. 
Even  though  both  have  contributed  for  as  long  as  was  expected 
according  to  their  ages,  the  worker  who  entered  the  system  at  a 
younger  age  will  have  contributed  over  a  longer  period  than  the 
individual  who  retires  in  the  near  future.  This  fact  should  be  recog- 
nized through  the  payment  of  higher  benefits.  Furthermore,  the 
increase  in  the  maximum  primary  benefit  the  increment  permits  is 
necessary  to  assure  that  the  higher-paid  long-term  contributor  will 
get  as  much  insurance  protection  as  his  contributions  would  have 
bought  in  private  insurance.  Equity  demands  that  workers  of  all 
wage  groups  get  full  value  for  their  contributions. 

RETIREMENT   TEST 

Social  insurance  funds  will  not  be  used  most  efficiently  if  benefits 
are  paid  to  individuals  who  earn  enough  to  be  self-supporting.  To 
pay  benefits  regardless  of  employment  would  increase  costs  by  about 
one-third.  To  avoid  this  extra  cost,  the  present  law  provides  that 
benefits  be  suspended  for  any  month  in  which  a  beneficiary  earns 
covered  wages  of  $15  or  more. 

This  amount  is  too  low  to  measure  substantial  employment.  At 
present  wage  rates,  $15  does  not  even  represent  such  part-time 
employment  as  beneficiaries  might  reasonably  be  expected  to  under- 
take to  supplement  benefits.  The  Administration  recommends  that 
beneficiaries  be  permitted  to  earn  up  to  $50  a  month  without  loss  of 
benefits.  Those  who  earn  more  can  probably  support  themselves 
without  benefits.  Those  who  earn  less  can  do  some  useful  work 
without  losing  their  benefits,  which  they  will  need  in  view  of  their 
lo*\^  wages. 

There  are  considerations  in  favor  of  permitting  persons  over  age  70 
to  draw  benefits  regardless  of  earnings,  particularly  if  coverage  is 
extended  to  the  self-employed.  Self-employed  persons  characteristi- 
cally reduce  the  amount  of  their  work  gradually,  and  may  never  retire 
completely.  Elimination  of  the  retirement  test  at  age  70  would 
assm-e  that  those  who  anticipate  continued  employment  in  old  age 
could  nevertheless  expect  a  return  for  their  contributions.  In  general, 
persons  over  age  70  do  not  work  regularly  and  their  income  from 
employment  is  likely  to  be  reduced.  The  additional  cost  of  removing 
the  retirement  test  for  persons  aged  70  and  over  would  be  only  about 
40  percent  as  much  as  that  for  total  removal  of  the  retirement  test. 

AGE    OF    ELIGIBILITY   FOR    WOMEN 

The  Administration  recommends  that  the  age  at  which  women  may 
qualify  for  benefits  be  reduced  from  65  to  60      Under  peacetime 
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Chart    11. — AGE   OF   WIFE   WHEN   HUSBAND   RETIRED 

Age    at    time    of    husband's    entitlement    to    primary    benefi^t    under    old-age    and 
survivors  insurance,  awards  of  1944 — 46 
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conditions,  relatively  few  women  over  60  work  in  paid  employment. 
Census  data  for  1940  show  that,  while  only  21  percent  of  the  male 
population  aged  60  to  64  were  not  in  the  labor  force,  the  corresponding 
figure  for  women  was  nearly  85  percent.  Although  30  percent  of  all 
workers  with  wage  credits  in  1940  were  women,  they  constituted  only 
13  percent  of  the  workers  aged  60-64. 

A  woman  widowed  at  age  60,  who  has  not  previously  been  em- 
ployed, has  a  harder  time  than  a  younger  woman  in  finding  a  job. 
At  present,  only  about  one  widow  in  four  of  those  without  minor 
children  is  eligible  for  widow's  benefits  immediately  upon  the  death 
of  her  husband.  With  an  age  requirement  of  60,  about  40  percent 
of  such  widows  would  be  eligible  immediately,  Similarly,  a  mother 
surviving  a  son  or  daughter  on  whom  she  had  been  dependent  can 
be  presumed  to  need  benefit  payments  at  age  60. 

The  recommended  qualifying  age  for  women  would  help  aged 
couples.  Wives  are  customarily  a  few  years  younger  than  their 
husbands,  so  that  when  a  man  reaches  age  65  the  only  benefit  avail- 
able for  the  couple  is  likely  to  be  the  husband's  benefit.     At  present 
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only  about  one-fifth  of  the  wives  of  married  primary  beneficiaries  are 
eligible  for  wife's  benefits  at  the  time  the  husband  attains  age  65. 
If  wife's  benefits  were  payable  at  60,  this  proportion  would  be  raised 
to  about  three-fifths. 

If  the  eligibility  age  for  wives,  widows,  and  dependent  mothers  is 
lowered  to  60,  the  retirement  age  for  women  primary  beneficiaries 
should  also  be  lowered.  Although  many  women  who  have  been  work- 
ing regularly  will  prefer  to  continue  working  after  age  60,  working 
women  who  become  unemployed  at  age  60  should  not  be  required 
to  wait  until  65  for  benefits  if  other  women  receive  dependents'  or 
survivor  benefits  at  the  lower  age. 

FAMILY   PROTECTION 

To  provide  greater  protection  for  the  families  of  insured  workers, 
the  Social  Security  Administration  recommends  a  number  of  amend- 
ments, mainly  technical  in  character.  The  important  recommenda- 
tions are  discussed  below. 

Variation  among  State  laws  as  to  validity  of  marriage  leads  to 
unequal  treatment  of  wives  and  widows  under  the  Federal  program. 
When  a  couple  have  lived  together  over  a  period  of  years  in  the  belief 
that  they  were  man  and  wife,  the  woman  should  be  recognized  as  a 

Chart    12.— FAMILY    BENEFICIARY    GROUPS    RECEIVING    BENEFITS,    JUNE    30,     1949 
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wife  or  widow  for  benefit  purposes  if  no  impediment  to  legal  marriage 
exists  when  she  applies  for  wife's  benefits  or  when  her  husband  dies. 
This  change  would  permit  payments  in  certain  hardship  cases  in 
which  the  couple  would  have  been  legally  married  except  for  a 
technicality. 

So  that  more  children  may  qualify  for  benefits  on  the  record  of  the 
person  who  actually  supports  them,  the  Administration  recommends 
that  the  conditions  under  which  a  child  may  be  found  "dependent" 
on  a  wage  earner  be  changed.  In  general,  payments  should  be  made 
on  the  record  of  an  individual  who  was  contributing  at  least  half  of 
the  child's  support,  whether  or  not  such  person  was  a  legal  parent. 
A  child's  dependency  on  his  mother  should  be  presumed  if  she  had  a 
record  of  extensive  and  recent  employment. 

The  present  provisions  for  monthly  benefits  to  widows  with  minor 
children  in  their  care  should  be  expanded  to  include  young  mothers 
divorced  from  the  wage  earner  but  not  remarried.  Where  a  wage 
earner  contributes  to  the  support  of  his  former  wife  and  their  children, 
recompense  should  be  made  for  loss  of  this  support  on  account  of  the 
worker's  death.  Children  are  less  adequately  cared  for  when  benefits 
are  denied  to  their  mother  solely  because  she  was  divorced  from  the 
deceased  wage  earner. 

Because  benefits  are  paid  to  the  mother  of  young  children  primarily 
for  the  welfare  of  the  children,  these  benefits  should  be  payable  even 
though  the  mother  was  not  the  legal  wife  of  the  wage  earner,  if  she 
had  lived  with  him  in  a  relationship  publicly  acknowledged  as  that 
of  man  and  wife.  In  such  cases  his  wages  presumably  supported  the 
family  while  he  was  living.  Such  families  now  suffer  severe  financial 
loss  in  circumstances  for  which  the  children  and  often  the  mother 
were  blameless. 

Dependents'  benefits  are  computed  as  percentages  of  the  worker's 
primary  insurance  amount:  one-half  of  that  amount  for  a  wife's, 
child's,  or  parent's  benefit  and  three-fourths  for  a  widow's.  The 
Social  Security  Administration  recommends  that  an  additional 
amount  equal  to  one-fourth  of  a  primary  benefit  be  payable  to  one  of 
the  children  of  a  deceased  insured  worker  and  that  the  parent's 
benefit  be  raised  to  three-fourths  of  the  primary  benefit.  The  addi- 
tional amount  for  survivor  families  will  make  their  benefit  income 
more  nearly  comparable  to  that  for  families  of  retired  workers.  A 
retired  worker  and  his  wife  now  receive  a  total  of  one  and  one-half 
times  a  primary  benefit,  while  a  young  widow  and  child  receive  only 
one  and  one-fourth. 

At  present,  the  maximum  total  benefits  payable  on  the  wage  record 
of  an  insured  worker  is  $85, 80  percent  of  the  worker's  average  monthly 
wage,  or  twice  the  primary  insurance  benefit,  whichever  is  least. 
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As  a  result,  family  benefits  are  often  too  small  for  adequate  replace- 
ment of  wage  loss.     The  Administration  recommends  that  maximum  i;i 
benefits  be  $150  or  80  percent  of  the  average  monthly  wage,  whichever  ■ 
is  less.     An  increased  dollar  maximum  is  consistent  with  the  proposed  1 
changes  in  the  benefit  formula  and  taxable  wage  base. 

The  limit  of  twice  the  primary  benefit  is  now  unnecessarily  restric- 
tive on  survivor  families.  A  $150  maximum  will  prevent  benefit 
payments  larger  than  necessary  for  basic  security  at  top  wage  levels. 
With  this  dollar  limit,  replacement  up  to  80  percent  of  the  wages  on 
which  a  family  had  depended  is  reasonable. 

The  Social  Security  Administration  recommends  a  lump-sum  death 
payment  at  the  death  of  every  insured  worker.  Such  payment  helps 
meet  the  expenses  of  the  worker's  last  illness  and  death.  That  pur- 
pose is  not  served  by  monthly  benefits,  designed  to  meet  current  living 
expenses  only.  Furthermore,  paying  a  lump  sum  in  every  case  would 
eliminate  certain  anomalies.  In  some  cases,  as  when  a  child  lacks  only 
a  few  months  of  attaining  age  18,  a  family  entitled  to  monthly  benefits 
may  now  receive  less  than  if  they  had  received  only  the  lump  sum. 

The  lump  sum  should,  however,  be  kept  moderate.  While  it 
should  provide  for  the  cost  of  a  decent  funeral,  there  is  no  social  need 
to  assure  reimbursement  beyond  a  minimum.  If  primary  benefits 
are  increased  as  suggested,  the  lump  sum  might  be  reduced  from  six 
to  three  times  the  primary  insurance  benefit. 

Wife's  benefits  are  provided  because  a  wife  is  usually  dependent 
upon  her  husband,  but  no  account  is  taken  of  cases  in  which  a  husband 
is  dependent  on  his  wife.  Though  a  wife  may  have  been  supporting  a 
totally  disabled  husband  for  many  years,  no  monthly  benefits  can  be 
paid  to  him  when  her  wages  stop  at  retirement  or  death.  The 
Administration  recommends  that  benefits  be  payable  at  age  65  to  the 
dependent  husband  of  a  primary  beneficiary.  Widower's  benefits 
should  be  payable  at  age  65  when  an  insured  woman  was  survived  by 
a  dependent  husband. 

Modifications  for  Extended  Coverage 

The  eligibility  and  average  monthly  wage  provisions  of  the  program 
are  now  defined  in  terms  which  involve  the  entire  period  since  the 
beginning  of  the  program  in  1937.  Unless  these  provisions  are 
changed,  persons  in  newly  covered  occupations  will  be  at  a  serious 
disadvantage.  Special  amendments  are  needed  to  permit  them  to 
become  insured  without  undue  delay  and  to  receive  reasonably 
adequate  benefits. 
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ELIGIBILITY 

Under  existing  law,  a  worker  is  fully  insured  if  he  has  at  least 
1  quarter  of  coverage  for  each  2  calendar  quarters  elapsing  after  1936 
(or  after  he  attained  age  21,  if  later)  and  up  to  the  quarter  he  reached 
age  65  or  died;  or  if  he  has  40  quarters  of  coverage.  A  muiimum  of 
6  quarters  is  required.  (A  quarter  of  coverage  is  a  calendar  quarter 
in  which  a  worker  was  paid  taxable  wages  of  at  least  $50.)  If  these 
requirements  are  not  changed,  persons  who  attain  age  65  in  the  first 
half  of  1950  would  need  26  quarters  of  coverage  for  retirement  benefits; 
those  with  no  previous  quarters  of  coverage  would  need  at  least 
eYi  years'  work  to  quahfy.  Many  older  workers  in  occupations 
first  covered  in  1950  (assuming  extension  of  coverage)  would  con- 
tribute with  small  prospect  of  receiving  old-age  benefits. 

The  problem  is  primarily  one  of  adjusting  the  eligibihty  require- 
ments so  that  newly  covered  older  workers  may  become  fully  insured 
within  a  reasonably  short  period,  without  also  permitting  workers 
generally  to  qualify  on  the  basis  of  uifrequent  or  irregular  employ- 
ment. One  solution  is  to  introduce,  as  an  alternative  to  present 
provisions,  a  requirement  of  20  quarters  of  coverage  out  of  the  40 
quarters  immediately  preceding  death  or  retirement.  This  proposal 
would  afford  some  rehef  for  newly  covered  groups.  However,  older 
workers  would  be  seriously  handicapped  if  required  to  work  5  years 
in  covered  employment.  Although  they  would  contribute  during 
several  years  immediately  after  coverage  extension,  many  would  not 
quahfy  for  benefits  and  might  have  to  resort  to  pubHc  assistance. 

A  more  desirable  insured-status  provision,  which  would  reduce 
the  handicap  of  newly  covered  older  workers,  would  be  1  quarter 
of  coverage  for  each  4  quarters  elapsing  after  1936  (or  age  21,  if  later), 
instead  of  the  present  1  out  of  2.  Persons  aged  65  in  1950  could  then 
be  insured  with  13  quarters  of  coverage  earned  at  any  time,  instead 
of  the  20  quarters  in  the  most  recent  10  years  required  by  the  preceding 
proposal.  Workers  first  covered  in  1950  could  meet  the  13-quarter 
requirement  in  the  first  quarter  of  1953. 

This  provision  would  have  the  additional  advantage  of  easing  the 
severity  of  the  present  requirement  for  workers  past  middle  age  when 
the  program  began.  Many  of  these  workers,  because  of  prewar 
unemployment  or  partial  disability,  have  not  worked  in  covered 
employment  in  half  the  quarters  since  1936.  One  quarter  of  coverage 
for  each  4  elapsed  quarters  would  be  as  restrictive  as  the  present 
requirement  is  for  workers  who  reached  age  21  after  1936,  because 
the  latter  will  need  only  40  quarters  of  coverage  in  a  working  lifetime 
of  more  than  40  years. 
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BENEFIT  PROVISIONS 

The  proposal,  discussed  above,  to  compute  ttie  worker's  average 
monthly  wage  over  the  period  of  his  best  wages  would  prevent  lowering 
the  benefits  of  newly  covered  individuals  on  account  of  the  years 
between  1936  and  the  date  of  coverage  extension.  When  the  average 
monthly  wage  is  so  calculated,  the  benefit  amount  should  ordinarily 
be  modified  through  the  benefit  formula,  to  reflect  the  proportion  of 
a  worker's  time  in  covered  employment.  However,  for  newly  covered 
persons,  a  formula  reducing  benefits  on  account  of  the  years  before 
coverage  extension  would  seem  unduly  harsh. 

This  problem  is  like  that  faced  when  the  program  began.  When 
an  individual  has  met  the  eligibility  requirements,  even  though  he 
may  reach  age  65  with  only  a  short  period  of  employment  after 
coverage  extension,  there  is  a  vahd  presumption  that  he  ordinarily 
depended  on  wages  from  such  employment.  Therefore,  his  wage 
loss  should  be  partially  offset  by  benefit  payments.  His  benefits 
should  be  related  to  his  wage  rate  in  covered  employment,  not  reduced 
by  the  earUer  period  when  he  had  no  covered  wages. 

The  Administration  therefore  proposes  that  the  period  during 
which  the  individual  is  expected  to  have  been  in  covered  employment 
begin  with  1937  or  with  the  date  of  general  coverage  extension, 
whichever  is  more  advantageous  to  the  claimant.  The  later  date 
would  always  be  more  advantageous  to  persons  without  previous 
covered  employment.  The  earher  date  might  sometimes  be  better 
for  persons  who  had  worked  in  covered  jobs  fairly  regularly  before 
coverage  extension. 

Such  an  amendment  would  result  in  relatively  larger  benefits  (as 
compared  with  contributions)  to  persons  with  only  a  short  period  of 
covered  employment  following  extension  of  coverage  than  to  persons 
covered  from  1937  on.  This  is  true  even  though  the  latter  have  an 
absolute  advantage  of  the  1-percent  increment  for  more  years.  The 
relatively  high  benefits  for  the  new  group  are  not  unreasonable.  Per- 
sons already  old  when  the  program  began  had  a  similar  advantage. 
Many  persons  in  newly  covered  occupations  have  worked  most  of  their 
lives  and  only  the  programs'  limited  coverage  prevented  their  having 
contributed  longer.  Removing  some  of  the  handicap  of  late  coverage 
for  these  workers  may  be  considered  as  recognizing  past  service  in 
those  occupations,  thus  doing  indirectly  what  is  done  directly  under  the 
RaUroad  Retirement  Act,  the  Civil  Service  Retirement  Act,  and  many 
private  pension  plans. 

MINIMUM   BENEFITS 

The  Social  Security  Administration  recommends  that,  when  cover- 
age is  broadly  extended,  the  minimum  primary  benefit  be  raised  to 


Social  Seeurky  AdminUtration 5f 

$25.  Although  this  alone  is  not  an  adequate  benefit  amount,  it  would 
represent  a  substantial  replacement  of  lost  wages  for  persons  with  such 
low  wage  rates  or  such  irregular  employment  that  the  benefit  formula 
yielded  no  larger  amount.  Most  workers  who  have  customarily 
supported  themselves  will  receive  much  more  than  [the  minimum 

benefit. 

Unless  coverage  is  broadly  extended,  and  other  recommendations  of 
the  Administration  are  adopted,  the  minimum  benefit  should  not  be 
increased  so  much.  Persons  who  usually  work  in  noncoverered  em- 
ployment, and  have  only  enough  covered  employment  to  qualify  for 
benefits,  will  receive  a  relatively  large  return  for  contributions  under 
the  proposed  formula,  even  with  a  lower  minimum.  If  a  large  number 
of  occupations  are  not  covered  and  persons  customarily  in  those  occu- 
pations can  shift  to  covered  emplojmient  for  just  enough  time  to 
become  insured,  a  minimum  benefit  of  $25  would  not  be  justifiable. 
Furthermore,  with  limited  coverage  more  people  will  qualify  for  bene- 
fits of  less  than  $25  through  the  application  of  the  formula.  In  such 
circumstances,  the  additional  cost  of  a  $25  minimum  would  be  greater. 

Cash  Benefits  for  Disability 

The  worker  who  becomes  disabled  before  the  age  of  65  is  faced  with 
serious  economic  problems;  he  has  a  real  need  for  insurance  benefits  to 
replace  lost  income.  He  may  find  it  almost  impossible  to  maintain  his 
home  and  a  minimum  standard  of  living  if  disability  is  prolonged  or 
permanent. 

In  recent  decades  there  has  been  a  rising  incidence  of  chronic  invalid- 
ity resulting  from  the  aging  of  the  population.  Persons  in  the  later 
years  of  life  are  often  afflicted  by  permanent  and  total  disability,  pre- 
ceded by  recurring  and  lengthening  speUs  of  temporary  iUness.  More- 
over, while  the  number  of  seriously  disabled  persons  in  the  upper  age 
groups  is  increasing  rapidly,  the  number  of  disabled  younger  wrorkers 
is  ahnost  as  large.  Nearly  half  of  the  serious  disabilities  incurred  by 
people  under  age  65  are  suffered  by  those  who  are  less  than  50  years 
of  age. 

The  extent  of  the  disability  problem  in  all  age  groups  has  been  well 
established.  The  most  recent  survey,  which  was  conducted  by  the 
Bureau  of  the  Census  in  February  1949,  covered  the  civilian  nonin- 
stitutional  population  in  the  ages  14-64.  The  survey  indicated  that 
4.6  million  persons  who  would  otherwise  be  in  the  labor  force  are  in- 
capacitated for  work  on  any  given  day.  About  2.5  million  have  been 
disabled  for  less  than  6  months,  while  anoher  2.1  miUion  are  kept 
from  their  jobs  by  disability  which  has  lasted  6  months  or  more.  This 
toll  of  disability  causes  a  constant  drain  on  the  Nation's  economy  in 
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terms  of  reduced  productive  capacity,  lost  earnings,  and  impaired  pur- 
chasing power. 

Disability  is  a  serious  threat  to  the  economic  well-being  of  employed 
persons  at  all  income  levels  and  at  all  ages.  The  younger  worker,  for 
whom  early  convalescence  or  rehabilitation  is  most  often  possible,  in 
many  cases  has  the  heavy  responsibility  of  a  family  with  young  chil- 
dren; his  family  must  be  maintained  until  he  can  return  to  gainful 
work.  The  older  disabled  worker,  though  not  yet  65,  is  often  forced 
by  reason  of  his  age  to  retire  permanently  from  the  labor  market.  He 
has  as  great  a  need  for  income  as  the  worker  over  65  who  has  retired. 

The  public  assistance  rolls  reflect  the  serious  financial  straits  to 
which  many  families  have  been  reduced  by  the  disability  of  the  bread- 
winner. Estimates  of  the  number  of  persons  on  the  public  assistance 
rolls  whose  need  is  attributable  to  disability  range  from  770,000  to 
920,000.  As  of  June  1949,  about  89,000  were  needy  blmd  persons 
receiving  aid;  about  387,000  were  children  in  125,000  famihes  whose 
fathers  were  disabled  and  who  were  receiving  aid  to  dependent  chil- 
dren. As  many  as  one-third  of  the  milUon  persons  represented  in 
460,000  cases  receiving  general  assistance  are  believed  to  be  in  need 
because  of  the  disability  of  the  wage  earner.  The  number  of  families 
receiving  aid  from  private  welfare  sources  has  not  been  estimated,  but 
they  add  considerably  to  the  total.  Others  in  need  of  help  never  come 
to  any  agency;  studies  made  by  the  Bureau  of  Old-Age  and  Survivors 
Insurance  show  that  many  families  prefer  to  live  in  want  rather  than 
turn  to  public  aid  or  private  charity. 

Private  insurance  provides  some  protection  against  earnings  loss 
during  short-term  illnesses  through  health  and  accident  policies. 
Few  families  in  the  low  and  middle  income  groups,  however,  can 
afford  to  purchase  private  insurance  contracts  covering  long-term 
disability,  and  such  contracts  are  not  available  to  most  persons  in 
middle  or  older  age  groups  or  to  persons  in  occupations  that  present 
a  risk  to  health.  Some  union  contracts  provide  disability  protection 
from  special  health  and  welfare  funds.  A  number  of  private  employers 
also  have  benefit  plans  which  provide  for  disabled  employees,  but  in 
most  cases  the  employee  must  have  from  10  to  20  years  of  service 
before  he  can  become  entitled  to  benefits.  Sick-benefit  plans  of 
fraternal  groups  cover  only  a  few  workers. 

Public  disabihty  insurance  programs  are  also  restricted  in  scope  and 
coverage.  State  and  Federal  workmen's  compensation  laws  cover 
only  disabihties  incurred  on  the  job,  about  5  percent  of  all  disabling 
illnesses  and  injuries.  Five  States  have  enacted  laws  providing  tem- 
porary disability  benefits  for  covered  employees  disabled  from  non- 
occupational causes.  Other  public  programs  provide  disability  cov- 
erage for  a  few  limited  groups  such  as  railroad  workers,  Federal  civilian 
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workers,  and  some  State  and  local  government  workers.  Veterans 
may  be  eligible  for  disability  compensation  or  pensions.  These 
various  existing  forms  of  public  and  private  insurance  against  dis- 
ability, however,  leave  the  large  majority  of  the  working  population 
without  any  effective  disabiUty  protection. 

Social  insurance  has  proved  to  be  the  most  desirable  and  feasible 
way  of  assuring  to  large  segments  of  the  population  security  agamst 
the  economic  risks  of  unemployment,  old  age,  and  death.  It  is  the 
most  suitable  method  for  meeting  the  equally  grave  risk  of  disabihty. 
Disabihty  msurance  as  part  of  a  coordinated  social  insurance  system 
would  build  upon  the  traditional  American  principle  of  independent 
saving  for  future  contingencies. 

RECOMMENDED   DISABILITY   INSURANCE   PROGRAM 

The  Social  Security  Administration  has  consistently  pointed  out 
that  protection  against  both  temporary  and  permanent  disability  is 
essential  to  a  comprehensive  system  of  social  insurance.  The  Ad- 
ministration recommends  the  immediate  extension  of  old-age  and 
survivors  insurance  to  cover  permanent  total  disability  (lasting  more 
than  6  months),  and  its  eventual  extension  to  cover  temporary  dis- 
abihty (lasting  less  than  6  months).  Such  a  coordinated  program, 
within  the  social  insurance  system,  would  provide: 

1.  Immediate  and  continuing  benefits  for  an  insured  worker  who 
becomes  disabled.  Wage  loss  during  the  early  stage  of  the  disabihty 
would  be  met  by  temporary  disabihty  benefits.  After  6  months,  a 
totaUy  disabled  worker  could  be  eligible  for  permanent  total  disa- 
bihty benefits  for  the  duration  of  his  mcapacity.  When  he  reached 
age  65,  he  would  automatically  be  transferred  to  the  retirement  rolls. 

2.  Continuous  protection  for  employees  changing  jobs  or  moving 
from  one  State  to  another.  The  employee  would  retam  the  disability 
protection  and  benefit  rights  which  he  had  already  acquired,  and 
would  add  to  those  rights  by  continued  employment  in  the  future. 

3.  Maintenance  of  an  mdividual's  rights  to  retirement  and  sur- 
vivors benefits  (periods  of  permanent  total  disabihty  would  be 
excluded  in  determining  the  average  earnings  and  insured  status  upon 
which  benefits  are  based). 

4.  A  single  agency  to  administer  both  types  of  disability  benefits, 
operating  with  a  maximum  of  uniformity,  consistency,  and  economy. 
Pohcies  and  procedures  would  be  mtegrated  and  administrative  costs 
would  be  kept  at  a  minimum  through  the  ehmination  of  overlapping 
facihties.  Relationships  with  the  medical  profession,  with  State 
rehabihtation  agencies,  and  with  various  technical  groups  would  be 
clear-cut.  Finally,  the  disabled  worker  would  have  the  advantage 
of  dealing  with  only  one  agency,  his  local  social  security  field  office. 
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BENEFITS   FOR   TEMPORARY   DISABILITY 

For  the  most  part,  temporarily  disabled  wage  earners  receive  little 
or  no  replacement  of  the  earnings  they  lose.  Some  limited  benefits 
are  now  available  under  private  employer  and  union  plans,  under  the 
railroad  cash  sickness  insurance  plan,  and  under  the  temporary  dis- 
ability programs  of  Khode  Island,  Cahfornia  and  New  Jersey.  In 
addition,  Washington  (subject  to  referendum)  and  New  York  have 
adopted  temporary  disaoihty  insurance  programs,  under  which  bene- 
fits are  not  yet  payable. 

Notwithstanding  these  developments,  progress  throughout  the 
Nation  has  been  slow.  Furthermore,  as  State  programs  are  now 
developing — under  both  employment  security  and  workmen's  com- 
pensation agencies,  and  with  various  combinations  of  State  and  private 
administration — the  result  may  be  a  disparate  and  confusing  patch- 
work of  State  programs,  differing  one  from  another  in  both  adminis- 
tration and  benefit  provisions. 

There  are  real  dangers  inherent  in  this  haphazard  pattern.  Differ- 
ent requirements  among  the  States  or  unequal  insurance  rates  among 
employers  within  a  State  may  lead  to  unequal  costs  among  competing 
firms  and  an  undesirable  restriction  of  benefit  provisions.  If  there 
are  many  different  plans  with  varying  qualifying  requirements  and 
benefit  provisions,  employees  who  change  from  one  employer  to 
another  or  move  from  State  to  State  may  lose  protection.  A  multi- 
phcity  of  administrative  plans  and  organizations — private  and  public — 
is  an  expensive  and  unwieldy  means  of  paying  benefits.  Social 
insm-ance  protection  in  this  area  should  be  based  on  a  single,  uniform 
program. 

A  national  approach  to  temporary  disability  insurance,  is,  therefore, 
recommended  to  meet  current  economic  needs  of  disabled  wage 
earners  during  short  periods  of  illness  and  in  the  first  6  months  of 
longer  disability.  Benefits  should  be  paid  weekly  to  insured  em- 
ployees who  are  unable  to  perform  their  usual  work  for  periods  of  7 
days  or  longer.  Payments  should  be  related  to  the  basic  needs  of 
the  average  worker,  giving  due  consideration  to  the  number  of  his 
dependents.  To  quahfy,  a  wage  earner  should  have  been  regularly 
employed  during  a  recent  period,  and  the  amount  of  his  benefit  should 
be  related  to  his  recent  wages.  Benefits  should  be  paid  for  a  Hmited 
period  and  should  be  terminated  upon  recovery  or  entitlement  to 
benefits  for  permanent  disabiHty. 

BENEFITS   FOR  PERMANENT   TOTAL  DISABILITY 

For  total  disability  which  has  lasted  more  than  6  consecutive 
months,  the  Administration  recommends  monthly  benefits  to  insured 
wage  earners  and  self-employed  persons  and  to  their  dependents. 
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These  benefits  should  be  payable,  subject  to  periodic  reexamination 
and  termination  upon  recovery,  until  the  disabled  person  dies  or 
becomes  eligible  for  old-age  insurance  benefits  at  age  65.  The  Ad- 
ministration also  recommends  that  a  disabled  person's  right  to  retire- 
ment benefits  and  his  survivorship  protection  be  preserved  during 
periods  of  prolonged  disability. 

A  person  should  be  considered  to  have  a  permanent  total  disability 
if  after  a  waiting  period  of  6  months  he  is  unable  to  perform  any 
substantially  gainful  work.  Benefits  should  be  payable,  not  to 
compensate  for  the  physical  or  mental  disability  itself,  but  for  the  loss 
of  earnings  it  causes. 

The  6-month  waiting  period,  as  used  in  private  insurance  and  some 
public  programs,  has  generally  come  to  be  accepted  as  a  satisfactory 
test  of  the  existence  of  permanent  total  disability.  The  vast  majority 
of  all  disability  cases  recover  within  this  6-month  period,  leaving  only 
prolonged  disablements  to  be  considered  for  monthly  benefits. 

Benefits  should  be  hmited  to  persons  who  can  be  presumed  to  be 
dependent  on  their  earnings;  to  be  eligible  a  claimant  should  have  a 
record  of  reasonably  regular  employment  in  the  years  before  his 
disablement. 

The  Administration  believes  that  benefit  amounts  for  permanent 
total  disability  should  be  comparable  to  those  paid  an  insured  worker 
when  he  reaches  retirement  age.  It  is  not  likely  that  a  disabled 
worker's  benefit  alone  would  be  adequate  to  offset  his  income  loss  and 
to  meet  the  needs  of  his  dependents.  To  take  care  of  family  need, 
provision  should  be  made  for  the  dependents  of  the  disabled  bene- 
ficiary. Many  cases  of  permanent  disability  occur  when  a  worker  is 
relatively  young,  has  heavy  family  responsibilities,  and  has  had  little 
opportunity  to  buUd  up  savings.  Benefits  should  therefore  be  pro- 
vided for  the  worker's  children  and  for  his  wife  who  is  caring  for  those 
children. 

A  permanent  disability  program  should  have  a  positive  approach  to 
the  rehabilitation  of  disabled  beneficiaries.  The  concept  of  permanent 
and  total  disability  is  not  inconsistent  with  rehabilitation.  Using 
recently  developed  rehabilitation  techniques  and  methods  of  training, 
the  Federal  Security  Agency's  Office  of  Vocational  Rehabilitation,  the 
armed  forces,  the  Veterans'  Administration,  and  specialized  civilian 
institutions  have  shown  that  persons  with  very  serious  and  permanent 
physical  or  mental  handicaps  can  often  be  partially  or  wholly  rehabil- 
itated for  a  regular  job  or  for  work  in  sheltered  employment.  Re- 
habilitation may  not  affect  the  medical  handicap  itself,  or  it  may  result 
in  only  partial  improvement,  but  training  for  a  particular  type  of  work 
or  placement  in  a  special  work  situation  may  enable  the  individual  to 
perform  some  gainful  activity. 
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The  costs  of  rehabilitating  disabled  beneficiaries  should  be  met  from 
the  trust  fund;  disabled  persons  who  were  successfully  rehabihtated 
could  be  removed  from  the  benefit  rolls,  with  a  considerable  saving  to 
the  insurance  system.  Furthermore,  if  rehabilitation  is  financed  by 
the  trust  fund,  workers  would  help  meet  the  cost  of  their  own  rehabili- 
tation. 

In  carrying  out  this  rehabilitation  activity,  it  would  be  appropriate 
to  use,  on  a  reimbursable  basis,  State  and  local  agencies  now  admin- 
istering programs  of  vocational  rehabilitation.  Availability  of 
rehabilitation  services  for  disability  insurance  would  not  then  depend 
on  the  extent  to  which  States  can  match  Federal  funds  through 
appropriations  from  their  own  legislatures,  nor  would  beneficiaries 
have  to  meet  the  means  test  required  for  some  services  by  the  present 
State-Federal  programs. 

The  proposed  work  clause  for  old-age  and  survivors  insurance, 
requiring  suspension  of  benefits  for  months  in  which  earnings  from 
wages  or  self-employment  exceed  $50,  should  also  apply  to  permanent 
total  disability  benefits.  It  should  be  broadened,  however,  to  include 
earnings  from  any  type  of  work,  whether  covered  by  the  program  or 
not.  Disabled  beneficiaries  should  be  encouraged  to  do  whatever 
work  they  can,  and  when  they  begin  to  earn  regularly  and  substan- 
tially, benefits  should  be  terminated.  Where  rehabilitation  would  be 
encouraged  by  permitting  higher  earnings  for  a  limited  period,  the 
Federal  Security  Administrator  should  have  the  authority  to  suspend 
or  modify  the  provisions  of  the  work  clause. 

HEARINGS    ON   DISABILITY   PROVISIONS    OF   H.    R.    2893 

At  the  hearings  on  H.  R.  2893,  testimony  opposing  disability  insur- 
ance came  primarily  from  employer  and  insurance  company  groups, 
who  favor  the  use  of  State  public  assistance  programs  for  meeting  the 
economic  needs  of  the  disabled.  Assistance,  however,  is  not  the  most 
satisfactory  solution.  Since  most  Americans  prefer  to  help  pay  for 
their  own  security,  they  should  have  an  opportunity  to  do  so  through 
insurance.  Pubhc  assistance  should  be  restricted  to  the  residual 
role  for  which  it  was  designed — a  supplementary  program  to  care  for 
persons  who  have  no  adequate  means  of  support. 

Opponents  of  permanent  total  disability  insurance  declare  that  life 
insurance  companies  have  had  adverse  experience  with  this  type  of 
coverage.  The  lessons  from  limited  life  insurance  company  experience 
are  much  less  decisive,  however,  than  the  fact  that  30  to  40  countries, 
scores  of  public  retirement  systems,  and  many  private  employers  have 
found  it  practical  for  decades  to  operate  permanent  total  disability 
programs. 

There  is  ample  evidence  that  the  early  life  insurance  experience  is 
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not  representative  of  the  insurance  approach,  and  in  particular  is  not 
applicable  to  social  insurance.  Under  the  stress  of  keen  competition 
in  the  1920's,  companies  that  first  entered  the  field  developed  their 
income-disability  provisions  on  inadequate  experience  and  as  an  ap- 
pendage to  fife  insurance,  without  considering  carefully  the  funda- 
mentals of  disability  coverage.  The  reports  of  the  insurance  industry 
itself  and  of  insurance  actuaries  on  this  experience  indicate  that 
contracts  written  primarily  in  this  decade  and  based  on  unscientific 
underwriting  practices  are  responsible  for  the  unfavorable  experience 
of  some  life  insurance  companies  in  later  years.  With  respect  to  group 
insurance,  only  limited  experience  was  developed  before  many  of  the 
contracts  were  discontinued;  the  evidence  cited  to  support  the  imphca- 
tion  that  companies  have  not  been  able  to  handle  disability  coverage 
under  group  insurance  is  also  inconclusive  and  of  doubtful  signifi- 
cance. 

Testimony  given  to  the  Ways  and  Means  Committee  by  representa- 
tives of  many  national  organizations  and  by  individual  experts  empha- 
sized the  need  for  a  Federal  program  of  disabihty  insurance.  Sup- 
porters of  such  a  program  included  major  church  organizations,  welfare 
agencies,  veterans  organizations,  and  labor  groups,  including  both  the 
American  Federation  of  Labor  and  the  Congress  of  Industrial  Organi- 
zations. 

The  Social  Security  Administration  is  of  the  opinion  that  a  program 
of  social  insurance  falls  short  of  its  basic  purpose  if  it  fails  to  protect 
families  against  the  risk  of  disability  as  well  as  of  old  age,  death,  and 
unemployment.  Provision  for  protection  against  loss  of  earnings  from 
temporary  and  permanent  disability  should  no  longer  be  deferred. 
Voluntary  insurance  has  not  met  the  need;  nor  does  the  present 
agglomeration  of  pubHc  programs  offer  a  sound  base  upon  which  to 
extend  such  protection  to  the  great  majority  of  families  within  the 
foreseeable  future.  The  Federal  Government  has  successfully  admin- 
istered old-age  and  survivors  insurance.  It  has  the  experience  and  the 
organization  to  administer  disability  benefits  through  a  contributory 
social  insurance  program  consistent  with  the  traditional  American 
concept  of  self-support. 

Financing  an  Expanded  Program 

A  long-range  plan  should  be  developed  to  assure  that,  not  only  in 
the  years  immediately  ahead  but  also  in  the  more  distant  future, 
ample  funds  will  be  available  to  finance  benefit  payments.  With 
practically  complete  coverage  of  the  gainfully  employed  and  their 
dependents,  the  Administration  beheves  provision  for  a  Government 
pontribution,  as  well  as  contributions  of  employers  and  employees, 
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becomes  equitable  and  appropriate.  The  ultimate  cost  of  benefits 
under  an  expanded  system  of  old-age,  survivors,  and  permanent 
disability  insurance  should  be  distributed  among  employers,  employ- 
ees, and  the  Government  in  relation  to  the  degree  to  which  coverage 
is  extended  and  the  method  of  financing  other  types  of  social  insurance 
benefits. 


Employment  Security 

The  economic  climate  in  which  the  employment  security  program 
functioned  in  the  fiscal  year  1949  was  markedly  different  from  that  in 
the  preceding  year.  Declining  employment  and  an  expansion  of  the 
labor  force  resulted  in  a  substantial  rise  in  unemployment.  During 
the  latter  half  of  the  calendar  year  1948,  unemployment  was  at  approx- 
imately the  low  level  that  prevailed  during  the  latter  half  of  1947 — 
less  than  2  million.  Beginning  in  November,  however,  an  upward 
movement  began  which  continued  for  the  rest  of  the  fiscal  year.  Un- 
employment averaged  3.2  million  during  January-June  1949 — a 
million  above  the  average  during  the  corresponding  6  months  of  1948. 
By  the  end  of  the  fiscal  year  3.8  million  persons  were  out  of  work  as 
compared  with  2.2  million  in  June  1948. 

During  the  fiscal  year  1949,  postwar  inflationary  tendencies  appear 
to  have  reached  their  peak  and  to  have  given  way  to  deflationary 
trends.  The  first  half  of  the  year  saw  unprecedentedly  high  employ- 
ment, income,  production,  and  continued  high  price  levels,  stimulated 
by  continuing  shortages  of  basic  materials  and  durable  goods,  by  rising 
wages  and  income,  and  by  increasing  Government  expenditures  and 
the  sharp  decline  in  the  surplus  of  Government  receipts  over  expend- 
itures. For  some  segments  of  industry,  it  was  a  period  of  readjust- 
ment from  capacity  operations  to  a  competitive  buyers'  market. 
Manufacturers  of  a  wide  variety  of  consumers*  goods  such  as  radios, 
electrical  appliances,  textiles,  apparel,  and  shoes  encountered  read- 
justment problems.  Production  and  employment  in  these  industries 
fell  off  but  remained  well  above  "normal"  prewar  years.  Such 
readjustments  were  reflected  m  lay-offs  and  shortened  workweeks  in 
the  affected  establishments  but  were  more  than  offset  by  rises  in  other 
industries  and  estabhshments  so  that  total  employment  and  produc- 
tion continued  to  rise. 

As  the  winter  of  1948  began,  the  number  of  industries  making  ad- 
justments increased,  most  material  shortages  were  overcome,  pro- 
duction and  manufacturing  employment  began  to  fall,  and  unem- 
ployment began  to  rise.     In  December,  however,  total  production 
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still  equaled  that  in  December  1947,  and  both  total  employment  and 
manufactm-ing  employment  were  higher  than  they  had  been  a  year 
earlier.     Unemplojonent  was  up  sUghtly. 

During  the  first  half  of  1949,  the  deflationary  "soft  spots"  of  1948 
became  a  pronounced  downward  trend.  While  hourly  wage  rates  and 
employment  and  production  in  a  few  major  industries  continued  to 
rise,  income  and  hours  and  over-all  production  and  employment 
began  to  fall  below  the  levels  of  the  preceding  year,  prunarily  because 
of  the  decline  in  manufacturing  activity.  By  April  1949  total  em- 
ployment, which  reached  an  all-time  high  of  61.6  million  in  July  1948, 
had  dropped  below  that  of  the  corresponding  month  in  1948.  As  the 
fiscal  year  ended,  civilian  employment  totaled  59.6  million.  Non- 
agricultural  employment  reached  its  all-time  peak  of  52.8  million  in 
August  1948  and  manufacturing  employment  its  record  level  of  16.7 
million  the  folio wmg  month,  but  by  February  1949  both  were  below 
the  previous  year's  levels  because  of  seasonal  declines  as  well  as 
declines  due  to  readjustment  curtailment  of  production.  In  addition, 
the  length  of  the  average  workweek  declined  because  of  the  increased 
number  of  people  working  fewer  hours  a  week. 

As  1949  progressed,  additional  consumer  goods  industries  and  a 
number  of  manufacturers  of  producer  goods  caught  up  with  order 
backlogs  and  reduced  production  and  employment.  In  March,  steel, 
which  had  been  one  of  the  basic  props,  began  a  production  decline. 
By  the  end  of  the  fiscal  year,  the  only  major  industries  still  operating 
at  record  levels  on  backlog  orders  were  automobiles  and  construction. 
In  construction,  rising  volume  and  expenditures  were  supported  by 
mcreases  in  public  construction;  although  expenditures  for  the  first 
6  months  were  up  4  percent  from  the  corresponding  period  in  1948, 
private  construction  was  down  5  percent. 

Agricultural  employment  remained  at  approximately  the  same  level, 
on  the  average,  as  in  the  preceding  year — 8.2  miUion.  Lower  agri- 
cultural employment  during  the  first  haH  of  the  fiscal  year  was  offset 
by  a  higher  average  during  the  second  half  as  the  year's  spring  pick-up 
exceeded  that  of  1948. 

Consolidation  of  Bureau  Services  and  Activities 

While  no  congressional  measures  affecting  the  statutory  basis  of  the 
employment  security  program  were  enacted  during  the  fiscal  year 
1949,  the  1949  appropriation  act  provided  for  the  transfer  of  the 
United  States  Employment  Service  from  the  Department  of  Labor  to 
the  Federal  Security  Agency  as  of  July  1,  1948,  and  for  its  merger 
with  the  Bureau  of  Employment  Security  in  the  Social  Security 
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Administration.^  This  transfer  increased  efficiency  through  the 
merging  in  single  organizational  units  of  activities  which  are  common 
to  both  the  employment  service  and  unemployment  insurance  pro- 
grams and  "housekeeping"  services,  which  were  maintained  separately 
while  the  programs  were  conducted  in  separate  establishments.  From 
an  operating  standpoint,  the  most  significant  of  these  mergers  was  the 
discontinuance  of  the  12  separately  maintained  regional  offices  and 
the  integration  of  employment  service  and  unemployment  insurance 
regional  staffs  under  a  single  regional  employment  security  repre- 
sentative in  each  of  the  10  Federal  Security  Agency  regional  offices. 
Greater  effectiveness  is  expected  to  result  from  the  training  of  regional 
staff  members  in  all  aspects  of  the  employment  security  program  so 
that  a  State  agency  may  deal  with  a  single  member  of  the  regional 
staff  on  all  its  problems  rather  than  with  a  separate  speciahst  for  each 
area  of  activity. 

Advisory  Councils 

The  Wagner-Peyser  Act  of  1933  established  a  Federal  Advisory 
Council  composed  of  representatives  of  the  public,  employers,  and 
workers  "for  the  purpose  of  formulating  poUcies  and  discussing  prob- 
lems relating  to  employment  and  insuring  impartiality,  neutrality, 
and  freedom  from  political  influence  in  the  solution  of  such  problems." 
Upon  the  transfer  of  the  United  States  Employment  Service  to  the 
Federal  Security  Agency,  the  functions  of  this  council  were  expanded 
to  include  advice  on  policies  affecting  the  unemployment  insurance 
program  and  the  membership  was  expanded  to  include  persons  inter- 
ested in  that  program.  A  meeting  of  the  Council  was  held  in  Septem- 
ber 1948  to  discuss  a  wide  range  of  subjects,  including  program 
financing,  unemployment  insurance  provisions,  problems  of  improper 
benefit  payments,  manpower  implications  of  the  national  security 
program,  referral  poHcy  in  labor  disputes,  and  special  farm  labor  and 
veterans'  placement  problems. 

State  advisory  councils  provide  a  channel  whereby  the  public  can 
participate  directly  in  assisting  State  agencies  to  adjust  their  programs 
to  changing  conditions  and  help  assure  the  best  possible  operation 
and  management.  The  Bureau  believes  that  such  advisory  councils, 
representing  management,  labor,  and  the  public,  should  play  a  more 
active  part  than  in  the  past  in  advising  on  formulation  of  legislative 
and  administrative  poUcy,  thus  improving  the  operation  of  the  pro- 
gram, correcting  its  weaknesses,  and  increasing  its  usefulness  to  all 
concerned. 

'  As  of  August  20, 1949,  the  Bureau  of  Employment  Seeiirlty  was  transferred  to  the  Department  of  Labor, 
In  accordance  with  the  President's  Reorganization  Plan  No.  2  of  1949. 
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Financing  State  Administration 

Granting  funds  for  financing  administration  of  the  employment 
security  program  poses  difiicult  problems  arising  out  of  unpredictable 
variations  in  work  loads,  amendments  to  State  laws,  and  changes  in 
State  salary  scales.  During  1948-49,  these  problems  were  intensified 
not  only  by  the  unexpectedly  sharp  increases  in  unemployment,  but 
also  because  it  was  uncertain  until  virtually  the  close  of  the  fiscal  year 
how  much  money  would  be  available  for  distribution  to  the  States. 
The  uncertainties  imposed  by  this  delay  led  State  administrators  to 
curtail  certain  unemployment  insurance  functions  and  divert  per- 
sonnel from  important  employment  service  activities .  This  is  discussed 
more  fully  below. 

Continuing  its  efforts  to  improve  methods  of  allocating  funds  among 
the  States,  the  Bureau  adopted  an  integrated  budget  procedure  in  the 
spring  of  1949,  for  reviewing  State  employment  security  budgets  for 
July-December  1949.  This  procedure  should  eventually  simphfy 
budget  processes  and  result  m  more  objectivity  and  equity  m  the 
allocation  of  funds  to  the  various  States  and  a  more  efficient  distribu- 
tion of  funds  withm  the  States.  It  requires  the  participation  of  all 
agency  operating  units,  including  local  oflBce  management,  m  the  orig- 
inal preparation,  as  well  as  the  review  and  analysis  of  requests  m  the 
light  of  guides  and  criteria  for  appraising  budgetary  needs  in  specific 
operating  areas. 

This  plan  differs  from  previous  budget  procedures  in  several  respects. 
First,  it  provides  for  the  analysis  of  community  needs  for  local  office 
programs,  settmg  up  of  program  goals  reflecting  the  extent  to  which 
the  needs  can  be  met,  providing  program  plans  as  a  basis  for  work-load 
estimates,  and  an  operating  program  as  a  basis  for  measuring  accom- 
plishments. Thus,  the  program  identified  specific  activities  which 
need  to  be  carried  on,  as  well  as  those  which  can  be  carried  on  if  the 
local  office  operating  plan  is  followed. 

An  intensive  review  was  undertaken  of  the  justification  for  main- 
taining full-time  offices  in  communities  of  less  than  5,000  population, 
taking  account  of  the  requirements  of  farm  placement  activities, 
unemployment  insurance  work  loads,  pertinent  geographical  factors, 
needed  services  for  veterans,  and  the  relative  costs  of  fuU-time  offices 
as  compared  to  itinerant  service.  Closing  of  115  of  the  approximately 
330  offices  maintained  m  communities  of  less  than  5,000  population 
was  recommended.  Economies  resulting  from  this  action  will  make 
it  possible  to  provide  for  better  staffing  m  urban  areas  where  the  urgent 
need  for  service  has  not  been  met  adequately. 

Second,  this  budgetary  approach  also  is  designed  to  achieve  a  more 
equitable  distribution  of  funds  appropriated  by  Congress  for  the  ad- 
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ministering  of  the  State  programs.  Criteria  uniformly  applicable 
to  all  States  are  being  developed  for  determining  the  amounts  of  funds 
needed  to  carry  on  basic  employment  security  functions. 

International  Activities 

During  the  year,  the  Bureau  continued  to  give  technical  and  con- 
sultative assistance  to  other  Governments  and  international  agencies, 
and  to  assist  in  the  training  and  study  programs  of  foreign  officials  in 
this  country. 

Bureau  consultants  participated  in  two  conferences  of  the  Inter- 
national Labor  Organization.  One  of  these  consultants  also  conducted 
a  survey  of  manpower  problems  in  Germany  at  the  request  of  the 
American  Military  Government.  Another  consultant  assisted  in  an 
economic  survey  at  Brazil  at  the  request  of  the  Brazilian  Government. 
Bureau  staff  members  took  part  in  meetings  of  subcommittees  on 
labor  and  on  non-self-governing  territories  of  the  interdepartmental 
International  Social  Policy  Committee. 

Specialists  from  the  Philippine  Republic  and  Finland  were  given 
intensive  training  during  the  year  in  all  parts  of  the  employment 
security  program.  Less  intensive  assistance  was  given  to  four  other 
trainees  and  70  visitors  from  12  foreign  countries,  including  many 
trade  union  officials  and  employers. 

EMPLOYMENT  SERVICE 

Employment  security  activities  during  fiscal  year  1949  were  di- 
rectly affected  by  the  continued  over-all  upward  movement  in  pro- 
duction and  general  business  activity  during  the  first  part  of  the 
fiscal  year  and  the  downturn  in  production,  consumer  demands,  and 
employment  during  the  latter  part  of  the  year.  Persons  seeking  em- 
ployment security  services  made  well  over  120  million  visits  to  local 
offices  as  compared  with  approximately  83.8  million  in  the  preceding 
fiscal  year.  A  considerable  portion  of  this  rise  reflected  the  upswing 
in  the  number  of  persons  seeking  jobs  and/or  other  employment  se- 
curity services.  More  than  7.6  million  workers  filed  new  job  apphca- 
tions  with  local  offices  during  the  fiscal  year — about  15.6  percent  more 
than  in  the  previous  12  months;  nearly  three-fifths  of  these  applica- 
tions were  filed  during  the  last  half  of  the  year.  Of  these  7.6  million 
new  applicants,  approximately  two-thirds  were  men,  about  the  same 
proportion  as  in  the  preceding  fiscal  year.  Veterans  accounted  for 
approximately  2.2  million  of  these  new  appHcations,  representing 
about  43  percent  of  all  those  filed  by  men — a  decline  from  48  percent 
in  the  previous  year. 
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Chart  13.— SELECTED  EMPLOYMENT  SERVICE  ACTIVITIES 
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1  Beginning  February  1949,  includes  viiifs  to  all  employment  security  local  offices.     Formerly  reported 
as  reception  contacts,  which  excluded  visits  to  separate  claims  offices. 

Approximately  900,000  coimselmg  interviews  were  held  with  ap- 
plicants requiring  special  assistance  in  achieving  vocational  adjust- 
ment. As  in  the  preceding  year,  men  accounted  for  about  fom'-fifths 
of  these  interviews.  Some  414,000  counseling  interviews  were  held 
with  veterans;  these  represented  nearly  three-fifths  of  all  counseling 
interviews  with  men,  only  a  slight  decline  from  the  proportion  in  the 
previous  year.  About  490,000  counseling  iuterviews  were  initial  or 
first-time  interviews  with  applicants — about  the  same  proportion  as 
iu  the  preceding  year. 

Local  offices  made  over  16  million  referrals  and  12.4  million  job 
placements  during  the  12  months,  in  contrast  to  12.7  million  referrals 
and  7.8  million  placements  in  the  preceding  fiscal  year;  the  increases 
were  attributable  to  the  sharp  expansion  in  the  volume  of  farm  re- 
ferrals and  placements.  Casual  nonagricultural  and  seasonal  agri- 
cultural referrals  and  placements  are  ordinarily  made  without  a  formal 
application  in  the  file;  hence  the  number  of  such  referrals  and  place- 
ments bears  no  relation  to  the  number  of  new  applications  filed  dur- 
ing the  same  period.     Agricultural  referrals  rose  from  2.5  million  to 
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8.0  million,  whUe  placements  in  farm  jobs  increased  from  2.3  million 
to  7.5  million.  However,  these  activities  represented  a  complete 
year's  experience  with  full  responsibility  for  the  farm  placement  pro- 
gram while  those  in  fiscal  year  1948  represented  only  a  half  year's 
experience,  since  the  Employment  Service  did  not  resume  complete 
responsibility  for  this  function  untU  January  1948. 

Some  8.6  million  nonfarm  referrals  and  4.9  million  nonfarm  place- 
ments were  made  by  local  offices,  about  15  and  11  percent,  respec- 
tively, less  than  in  the  fiscal  year  1948.  This  decline  reflected  the 
combined  effects  of  the  over-all  contraction  of  employment  opportu- 
nities, particularly  toward  the  end  of  the  year,  and  the  limitation  of 
staff  time  available  for  job  developmental  activities.  Men  accounted 
for  three-fifths  (about  3  million)  of  all  nonfarm  placements — about 
the  same  proportion  as  in  the  preceding  year;  as  in  fiscal  year  1948, 
nearly  half  these  nonfarm  placements  were  of  veterans.  Nearly  1.5 
million  placements  were  made  in  manufacturing,  representing  30  per- 
cent of  all  nonfarm  placements,  slightly  below  the  33  percent  figure 
in  the  previous  year.  Service  industries  continued  to  absorb  about 
one-fom-th,  trade  about  one-fifth,  and  construction  about  one-eighth 
of  all  nonagricultural  placements. 

Around  2.4  million  employer  visits  were  made  during  the  year  to 
determine  employers'  needs  for  services  and  to  assist  them  in  solving 
staffing  problems.  This  number,  substantially  below  that  in  the 
preceding  year,  reflected  the  effects  of  increased  applicant  and  claims 
loads  on  local  staffs. 

About  295,000  handicapped  persons  filed  new  job  applications  dur- 
ing the  year.  These  and  other  handicapped  jobseekers  with  active 
registrations  on  file  received  approximately  150,000  initial  counseling 
interviews;  as  in  1948,  about  half  were  veterans.  Nonagricultural 
placements  of  handicapped  applicants  declined  by  19  percent  from 
the  previous  year,  as  a  result  of  the  over-all  contraction  of  employ- 
ment in  many  segments  of  the  nonfarm  economy  and  a  trend  among 
employers  to  limit  openings  available  to  handicapped  workers. 

Service  to  Veterans 

To  ensure  carrying  out  its  responsibilities  under  the  Wagner-Peyser 
Act  and  the  Servicemen's  Readjustment  Act,  the  Veterans  Employ- 
ment Service  of  the  United  States  Employment  Service  assigns  to 
each  State  and  Territory  a  veterans'  employment  representative  with 
one  or  more  assistants.  These  representatives,  in  cooperation  with 
the  State  employment  services,  have  carried  out  a  program  of  employ- 
ment assistance  for  veterans  with  most  satisfactory  results.  Curtail- 
ments in  a  number  of  industries  during  early  1949,  however,  have 
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limited  employment  and  training  opportunities,  particularly  for  older 
veterans,  1948  college  graduates,  and  disabled  veterans. 

The  employment  status  of  veterans  during  the  fiscal  year  1949 
fluctuated  more  than  in  any  comparable  period  since  VJ-day. 
Employment  of  World  War  II  veterans  chmbed  to  an  unprecedented 
high  of  nearly  13  milHon  in  August  1948  and  then  declined  to  12.3 
million  in  February  1949.  This  sharp  increase  in  unemployment 
among  World  War  II  veterans  was  accompanied  by  a  rise  in  the 
number  drawing  readjustment  allowances  and  an  increase  in  new 
applications  filed  by  veterans  from  131,000  in  September  to  nearly 
221,000  in  February.  The  number  of  veterans  placed  in  jobs  by  the 
State  employment  services  dropped  from  163,000  in  September  to 
less  than  70,000  in  February — the  lowest  number  for  any  month 
since  the  end  of  the  war.  Notwithstanding  these  reversals,  veterans 
accounted  for  1.4  milhon  nonagricultural  placements  (28.5  percent 
of  all  nonagricultural  placements)  during  the  fiscal  year. 

DISABLED   VETERANS 

During  the  fiscal  year  disabled  veterans  accounted  for  approximately 
103,000  placements,  as  compared  with  138,000  placements  in  the  year 
before,  a  drop  of  25.3  percent.  New  appUcations  also  declined  for 
the  third  successive  year,  indicating  that  the  vast  majority  of  disabled 
veterans  have  already  entered  the  labor  market. 

PROMOTIONAL   ACTIVITIES 

As  the  volume  of  veterans'  unemployment  increased,  the  Veterans 
Employment  Service  and  the  State  employment  services  used  every 
means  available  to  increase  their  employment  opportunities.  About 
155,000  employer  calls  were  made  and  146,000  job  openings  for 
veterans  secured.  The  Veterans  Employment  Service  cooperated 
with  employer  groups,  civic  organizations,  and  veterans'  organiza- 
tions in  activities  on  behalf  of  imemployed  veterans. 

In  its  cooperation  with  the  President's  Committee  on  National 
Employ  the  Physically  Handicapped  Week,  the  Veterans  Employ- 
ment Service  developed  and  distributed  pamphlets,  proofs,  and  mats 
for  sponsored  newspaper  advertising,  two  radio  transcriptions,  an 
award  scroU,  and  other  materials. 

Service  to  Agriculture 

The  Farm  Placement  Service  on  July  1,  1948,  was  operating  effec- 
tively under  its  expanded  farm  labor  program,  which  was  launched 
January  1,  1948,  upon  the  termination  of  wartime  emergency  arrange- 
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ments  under  which  the  program  had  been  directed  by  the  Department 
of  Agriculture. 

Following  a  plan  developed  with  representatives  of  State  agencies 
and  farm  groups,  the  Employment  Service  assisted  the  industry  to 
harvest  and  process  bumper  crops  without  significant  loss  due  to 
labor  shortage.  Special  farm  labor  committees — national,  State,  and 
local — contributed  to  the  successful  attainment  of  this  major  objec- 
tive. In  addition,  12  State  employment  services  arranged  to  use 
volunteer  farm  placement  representatives  in  areas  where  regular 
employment  service  facilities  could  not  be  maintained  economically. 

A  system  for  the  exchange  of  information  between  the  States, 
through  use  of  bulletins  and  wire  communications,  was  a  feature  of 
the  1948  crop  year  and  was  particularly  effective  in  the  wheat  and 
cotton  harvests. 

During  the  year,  more  than  7.5  miUion  farm  placements  were  made 
and  about  445,000  farm  employers  were  visited. 

Unlike  any  other  major  industry,  agriculture  annually  faces  huge 
labor  demands  during  relatively  short  periods.  The  migrant  labor 
force,  comprising  several  miUion  persons,  annually  follows  the  seasonal 
cycle  of  crops. 

There  are  three  major  geographic  migrational  patterns.  Seasonal 
movements  over  these  patterns  are  facihtated  by  preseason  meetings 
in  which  representatives  of  State  agencies  and  the  Bureau  plan  the 
guidance  of  workers  to  bring  about  an  even  distribution  of  labor  and 
the  timing  of  worker  movements  to  coincide  with  progress  of  crops 
and  with  demands  in  successive  areas. 

Special  programs  to  help  migratory  workers  attain  maximum  em- 
ployment were  emphasized.  These  included  arrangements  to  give 
to  migrants  timely  and  accurate  information  on  seasonal  farm 
activities  through  daily  or  weekly  informational  bulletins  in  21  States 
which  provided  current  data  on  wages,  crop  conditions,  housing, 
weather,  and  other  factors  relating  to  farm  employment.  Highway 
information  stations  were  operated  on  major  migrant  routes  during 
appropriate  periods. 

In  addition,  maps  showing  the  principal  agricultural  areas  needing 
outside  labor  were  prepared  for  migrant  workers.  The  maps  indicated, 
by  areas,  the  crops  grown  and  approximate  maturity  dates  and  gave 
addresses  of  local  Employment  Service  offices.  Many  States  issued 
supplemental  labor  guides  with  more  detailed  information. 

With  the  cooperation  of  State  boards  of  education  and  youth- 
serving  community  groups,  programs  were  set  up  in  22  States  for  the 
seasonal  employment  of  urban  school  youth  in  agriculture.  En- 
couraged by  the  success  of  the  first  months  of  operation,  plans  are 
being  made  to  expand  this  program  next  year. 
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During  the  season,  increased  emphasis  was  placed  on  an  expanded 
program  for  the  employment  of  Indian  workers  in  agriculture,  a 
long-range  program  which  involves  the  promotion  of  better  employer 
understanding  of  Indian  customs  and  habits. 

Local  offices  further  supplemented  local  labor  supplies  by  recruiting 
out-of-State  workers  through  the  Employment  Service  clearance 
system.  If  circumstances  developed  so  that  qualified  American 
workers  on  the  mainland  and  from  Puerto  Rico  were  not  available 
for  specific  jobs,  certifications  of  need  were  sent  to  the  Immigration 
and  Natm-ahzation  Service  which  in  tm-n  authorized  the  importation 
of  foreign  labor.  Such  action,  taken  only  as  necessary  to  prevent 
crop  losses,  resulted  in  the  importation  of  33,000  Mexican  nationals 
as  well  as  workers  from  Canada  and  the  British  West  Indies. 

Continuing  attention  was  given  during  the  year  to  a  less  spectacular, 
but  no  less  vital,  phase  of  the  farm  placement  program — recruitment 
and  placement  of  year-round  farm  workers. 

Service  to  Special  Applicant  Groups 

The  local  firp,ployment  office  cannot  be  said  to  have  fulfilled  its 
obhgations  to  all  jobseekers  in  the  community  unless  it  provides 
assistance  for  apphcants  whose  difficulty  in  finding  employment  stems 
from  lack  of  working  experience  or  from  the  reluctance  of  employers 
to  hire  them  for  reasons  unrelated  to  their  qualifications.  These 
applicants  include  young  people  and  workers  who  are  handicapped  by 
physical  impairments,  advancing  age,  or  membership  in  racial, 
religious,  or  national-origin  minorities.  The  Bureau  is  continuing  to 
devote  attention  to  increasing  the  employment  opportunities  of  such 
groups. 

MINORITY  GROUPS 

Activities  to  stimulate  placements  of  workers  against  whom  there  is 
resistance  because  of  such  factors  as  color,  religion,  or  national  origin 
continued  to  increase  in  quantity  and  quality.  Through  field  work 
with  State  officials,  increased  emphasis  was  placed  on  training  of  local 
office  personnel  in  policy,  techniques,  and  procedures  in  the  satisfactory 
placement  of  minority  group  workers.  Revised  training  materials 
have  been  developed,  and  the  States'  response  to  the  Bureau's  pro- 
gram leadership  presages  wider  use  of  these  materials.  All  State 
agencies  assign  personnel  to  the  minority  groups  program  on  at  least  a 
part-time  basis,  and  the  practice  of  assigning  full-time  personnel  is 
slowly  increasing;  one  of  the  Southern  States  made  such  an  appoint- 
ment during  the  spring  of  1949. 

The  Bureau  has  begun  arrangements  to  secure  the  assistance  of 
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organizations  concerned  with  the  employment  problems  of  minority 
group  workers.  A  plan  of  cooperation  has  been  completed  with  the 
National  Urban  League  and  similar  arrangements  are  being  made  with 
other  organizations. 

Technical  assistance  was  provided  to  States  on  newly  enacted  State 
statutes  on  fair  employment  practices. 

HANDICAPPED   WORKERS 

Placements  of  the  physically  handicapped  continue  to  improve  in 
quality,  although  the  general  decline  in  employment  was  reflected  in  a 
decrease  in  placements  for  this  group.  Approximately  295,000 
handicapped  workers  filed  applications  for  work  during  the  year,  and 
194,000  (including  about  103,000  veterans)  were  placed  in  nonagri- 
cultural  employment. 

In  addition  to  the  fifth  annual  observance  of  National  Employ  the 
Physically  Handicapped  Week,  a  series  of  institute  programs  interpret- 
ing selective  placement  techniques  to  employers  was  organized  in 
cooperation  with  major  universities.  These  two  developments, 
coupled  with  the  growing  number  of  State  and  local  committees  for 
employment  of  the  handicapped,  evidence  growing  Nation-wide 
interest  in  a  soundly  based  year-round  program  of  employment 
promotion  for  the  handicapped. 

YOUTH 

Through  the  establishment  of  agreements  with  local  school  author- 
ities, more  young  people  have  been  assisted  in  the  transition  from 
school  to  work  through  the  use  of  the  counseling,  testing,  and  place- 
ment services  of  local  employment  oflfices.  The  General  Aptitude 
Test  Battery  has  been  administered  to  increasing  numbers  of  high 
school  seniors  before  graduation;  through  this  early  appraisal  of 
vocational  aptitudes,  jobs  were  located  in  many  cases  before  the  actual 
graduation  date.  The  further  development  of  occupational  informa- 
tion by  local  offices  has  provided  youth-serving  agencies  with  a  means 
of  improving  younger  peoples'  understanding  of  the  world  of  work. 
Magazine  articles  and  the  Bureau's  pamphlet,  "The  Road  to  the  Right 
Job,"  have  informed  young  people  and  their  parents  of  the  services  to 
youth  available  in  public  employment  oflSces. 

COLLEGE    PLACEMENT 

The  college  placement  program  was  continued  on  a  national  scale 
with  special  attention  to  the  1  million  veterans  among  the  2.5  million 
college  students.  The  number  of  veterans  graduating  in  June  1949 
increased  to  approximately  200,000  or  about  15  percent  more  than 
in  the  preyjpus  June,    The  peak  of  graduation  of  veteran  college 
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students  will  probably  be  reached  in  June  1950,  when  about  225,000 
will  enter  the  labor  market.  During  the  coming  year  the  Veterans 
Employment  Service,  supported  by  the  President's  Committee  on 
Higher  Education  and  the  American  Council  on  Education,  plans  to 
intensify  the  placement  program  for  college  veteran  students. 

The  college  placement  program  has  aided  smaller  colleges  to  set  up 
their  own  placement  services  and  has  augmented  the  placement  serv- 
ices in  many  larger  institutions  which  previously  were  used  mainly 
by  employers  through  their  own  recruitment  programs. 

OLDER   WORKERS 

Increases  in  unemployment  as  the  fiscal  year  progressed  have  brought 
into  sharp  focus  the  problem  of  the  older  workers  in  the  labor  force. 
Especially  significant  is  the  total  number  of  veterans  aged  45  and 
over,  who  constitute  more  than  one-fourth  of  all  males  in  that  age 
group  in  the  labor  force.  The  present  average  age  of  World  War  I 
veterans  is  slightly  above  55. 

A  study  of  local  employment  office  experience  with  older  workers 
conducted  by  the  Bureau  in  six  representative  areas  revealed  that  the 
older  unemployment  insurance  claimants  are  usually  unemployed 
longer  than  younger  workers  and  that  a  higher  proportion  exhaust 
their  benefit  rights  before  they  obtain  new  jobs.  Though  the  propor- 
tion of  older  workers  unemployed  is  relatively  smaller  than  that  of 
younger  workers,  they  experience  greater  difficulty  in  getting  jobs  and, 
if  they  do,  are  more  often  downgraded  in  both  skill  and  pay.  The  age 
restrictions  given  in  employers'  orders  make  it  difficult  for  older  workers 
to  find  jobs.  In  all  six  areas  studied,  some  employers  practiced  this 
restriction. 

Further  studies  of  the  problem  of  the  older  worker  are  contemplated. 
The  Veterans  Employment  Service  will  participate  in  view  of  the 
significant  number  of  veterans  concerned. 

Operating  Developments 

LOCAL   OFFICE    ORGANIZATION   AND   MANAGEMENT 

During  the  year,  materials  were  issued  to  aU  State  agencies  dis- 
cussing the  basic  principles  of  organization  as  applied  to  employment 
service  operatiors  and  including  recommendations  for  efficient  organi- 
zation of  local  offices.  Methods  for  planning  the  local  office  program 
and  preparing  budgets  were  also  recommended;  techniques  were 
suggested  for  the  control,  evaluation,  and  supervision  of  aU  major 
employment  service  functions  performed  in  the  local  office. 

These  materials  were  introduced  through  a  series  of  demonstrations 
or  "installations"  in  selected  local  offices,  providing  extremely  valuable 
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clinics  for  training  local  office  managers  and  field  supervisors.  Through 
participation  in  these  demonstrations,  State  supervisory  staff  mem- 
bers have  been  trained  to  install  the  system  in  other  local  offices.  By 
the  end  of  the  year,  the  program  had  thus  been  introduced  in  43  States. 

MAJOR   MARKET   CONCEPT 

A  marked  improvement  in  local  office  program  planning  and  budg- 
eting was  brought  through  the  increased  adoption  in  State  agencies 
of  the  "major  market"  concept,  developed  by  the  Bureau  during  the 
past  several  years.  In  most  communities  nonagricultural  employ- 
ment activity  is  concentrated  in  relatively  few  establishments,  ordi- 
narily representing  15  to  20  percent  of  the  employers  but  actually 
employing  about  75  percent  of  the  nonagricultural  workers.  During 
the  past  year,  most  of  the  local  employment  offices  identified  their 
major  markets  and  thus  were  enabled  to  readjust  their  organization 
as  necessary  and  to  focus  their  activities  on  the  most  fruitful  fields 
of  employment  opportmiities  in  their  respective  communities. 

OCCUPATIONAL   CLASSIFICATION 

Rapid  fluctuations  in  the  labor  market  and  resultant  changes  in 
employer  requirements  created  local  office  operating  problems  with 
respect  to  the  placement  of  certain  groups  of  applicants.  An  im- 
portant problem  is  the  need  for  modifying  the  traditional  concepts 
of  occupational  classification  of  applicants  and  of  employer  orders 
for  selection  purposes.  The  most  acute  operating  difficulties  have 
been  connected  with  the  classification  of  workers  and  orders  in 
unskilled  occupations. 

Many  employers  are  discarding  their  traditional  approach  to  the 
selection  of  certain  groups  of  workers  on  the  basis  of  specific  experi- 
ence, and  are  moving  toward  a  preference  for  workers  who,  without 
regard  to  previous  experience,  possess  aptitudes  and  personal  charac- 
teristics which  enable  them  to  perform  specific  types  of  work.  To 
meet  this  situation,  several  State  agencies  began  experimenting  with 
new  systems  of  classification,  coding,  and  filing  application  cards. 
The  Bureau  initiated  a  program  for  coordinating  these  experiments 
and  for  further  exploring  and  evaluating  the  need  for  changes  in 
methods  of  selection,  application-taking,  and  order-taking.  At  the 
close  of  the  year,  a  long-range  plan  was  developed  providing  for  con- 
trolled experiments  in  selected  local  offices  under  a  simplified  classi- 
fication system  for  unskilled  occupations.  Continuing  evaluation  of 
these  experiments  and  of  systems  already  in  operation  is  expected  to 
provide  a  basis  for  recommending  needed  changes  in  placement 
procedures. 
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Counseling  and  Testing 

Despite  shortages  of  funds  and  of  employment  service  personnel 
resulting  from  increased  unemployment  insurance  activities,  employ- 
ment counseling  loads  remained  comparatively  heavy  in  most  States; 
approximately  900,000  counseling  interviews  were  held  during  the 
fiscal  year.  Studies  in  selected  areas,  however,  show  that  there  is 
stUl  a  significant  gap  between  the  volume  of  services  offered  and  the 
need  for  such  services.  As  the  labor  market  loosens,  many  more  new 
entrants,  World  War  II  veterans,  displaced  older  workers,  and  physi- 
cally handicapped  persons  require  counseling  and  selective  placement 
services.  The  quality  of  counseling  has  been  improved  through 
more  effective  management  controls  and  techniques  for  evaluation 
and  supervision,  as  well  as  through  wider  application  of  such  tools 
as  occupational  guides,  specific  aptitude  tests  for  selection  purposes, 
and  the  General  Aptitude  Test  Battery. 

Through  decentralizing  test  development  activities,  15  States 
have  received  specific  training  in  test  development  techniques  and 
State  agencies  developed  more  than  30  experimental  test  batteries 
covering  over  50  occupations.  This  brings  the  total  of  occupations 
covered  by  standardized  test  batteries  to  well  over  200.  Test  research 
studies  have  been  undertaken  cooperatively  with  nearly  a  dozen  large 
universities  and  with  several  secondary  schools  and,  in  addition,  with 
government  establishments  interested  in  the  problems  of  selecting 
military  personnel.  Handbooks  on  data  collection  and  data  analysis 
for  test  development  work  have  been  completed  and  introduced  experi- 
mentally in  several  States. 

Considerable  progress  has  been  made  in  interpreting  counseling, 
selective  placement,  and  testing  services  to  other  public  agencies  and 
private  organizations.  For  example,  Bureau  staff  members  have 
participated  in  institutes  for  professional  personnel  in  the  guidance 
field  sponsored  by  colleges  and  universities  and  have  prepared  articles 
for  publication  in  professional  journals,  trade  publications,  and  popular 
magazines. 

Occupational  Information 

Work  on  the  new  edition  of  the  Dictionary  of  Occupational  Titles 
was  completed  and  the  volume  released  in  July  1949.  The  first  edition 
provided  a  basic  source  of  standard  job  nomenclature  and  classifica- 
tion for  the  national  system  of  public  employment  ofiices.  It  was 
rapidly  adopted  and  recognized  as  an  authority  for  occupational  data 
and  classification  by  the  armed  forces  and  by  other  governmental 
agencies,  private  industry,  labor  organizations,  schools  and  universities, 
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and  counseling  groups.  Its  usefulness  has  been  evidenced  by  the  fact 
that,  although  only  8,000  copies  of  the  1940  edition  were  originally 
printed,  subsequent  orders  brought  the  total  printing  to  more  than 
100,000  copies. 

The  revised  Dictionary  includes  additional  job  information 
previously  released  as  supplements  since  1940  and  unpublished  infor- 
mation for  several  industries  and  for  many  individual  jobs.  Notwith- 
standing this  increased  coverage  (about  1,600  definitions),  the  number 
of  job  definitions  has  been  reduced  from  23,500  to  22,000  through 
revision  and  elimination  of  overlapping.  These  22,000  definitions  are 
identified  by  more  than  40,000  job  titles.  Other  changes  designed  to 
make  the  Dictionary  more  effective  include  a  new  system  for  alpha- 
betizing titles,  elimination  of  difficult  cross-reference  devices,  and  the 
grouping  of  related  job  definitions. 

The  Bureau  has  initiated  a  limited  review  of  the  ciu-rent  applica- 
bility of  its  existing  occupational  information  materials  and  is  develop- 
ing materials  covering  additional  occupations  for  use  by  the  national 
military  establishment  and  other  agencies  as  well  as  by  the  State 
employment  services.  Preliminary  contacts  have  been  made  with 
trade  and  professional  associations  and  with  State  employment 
services  to  obtain  their  assistance  in  this  work. 

Training  materials  were  completed  and  tested  to  provide  State 
employment  services  with  a  standard  procedure  for  developing  job 
specifications  for  difficult- to-fill  job  orders;  this  procedure  will  be 
available  for  installation  in  employment  offices  during  the  next  year. 

Clearance  of  Workers 

Progress  was  made  during  the  year  in  matching  jobs  and  workers  in 
different  localities  through  the  national  clearance  system.  In  collabo- 
ration with  representatives  of  State  agencies,  begun  during  the  previ- 
ous fiscal  year,  procedures  were  simplified,  operations  expedited,  and 
greater  flexibility  assured  in  direct  negotiations  between  local  offices 
and  between  State  agencies.  These  improvements  were  reflected  in  a 
complete  revision  of  the  manual  of  clearance  procedures  and  the  is- 
suance of  staff  training  materials  for  use  by  State  employment 
services. 

Budgetary  limitations  required  elimination  of  the  National  Clearing 
House  at  the  end  of  the  fiscal  year.  This  was  a  special  placement 
facility  provided  for  professional,  scientific,  and  administrative 
workers  m  recognition  of  a  Nation-wide,  rather  than  a  localized, 
labor  market  for  their  skills.  Matching  of  these  workers  with  jobs 
outside  their  own  localities  will  continue  through  the  regular  clearance 
system. 
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Closer  working  relationships  were  established  with  the  Immigration 
and  Naturahzation  Service  in  connection  with  the  importation  of 
foreign  workers,  and  procedures  were  developed  to  help  strengthen 
the  operation  of  the  immigration  laws  and  rules  and  regulations  in 
the  interests  of  American  labor. 

During  the  fiscal  year,  State  agencies  reported  more  than  600,000 
clearance  referrals,  350,000  of  them  in  nonagricultural  employment; 
clearance  placements  exceeded  350,000,  including  more  than  100,000 
in  nonagricultural  employment. 

Labor-Market  Analysis 

The  labor-market  analysis  program  provided  information  which 
was  used  for  program  planning  and  budgeting  purposes  and  was  made 
available  to  other  governmental  establishments,  to  industry,  and  to 
the  interested  public  through  a  variety  of  publications.  State 
agencies  were  encouraged  tp  develop  their  own  materials  similar  to 
those  prepared  and  used  by  the  Bureau, 

SERVICES   TO   OTHER   GOVERNMENT   AGENCIES 

Rising  unemployment  during  the  latter  half  of  the  fiscal  year  focused 
attention  on  labor-market  analysis  materials  as  indicators  of  national 
economic  conditions.  To  serve  this  purpose,  information  was  supplied 
to  the  Council  of  Economic  Advisors  and  the  Joint  Committee  on  the 
Economic  Report,  as  well  as  such  other  agencies  as  the  Department 
of  Commerce,  the  Department  of  Labor,  and  the  Board  of  Governors 
of  the  Federal  Reserve  System. 

Labor-market  information  was  supplied  to  the  National  Security 
Resources  Board  and  to  the  Munitions  Board  in  connection  with 
planning  for  a  possible  emergency  mobilization.  The  information 
covered  materials  on  essential  and  critical  occupations  and  on  methods 
of  estimating  manpower  requirements. 

OCCUPATIONAL   LABOR-MARKET   ANALYSIS 

Occupational  labor-market  information  has  proved  to  be  a  valuable 
tool  in  local  employment  office  counseling  programs  and  is  in  great 
demand  by  schools  and  vocational  guidance  associations.  For  use  in 
counseling  activities,  the  Bureau  has  released  this  information  for  44 
occupations  during  the  past  2  years  in  the  form  of  two-part  Occupa- 
tional Guides,  each  Guide  consisting  of  a  job  description  and  informa- 
tion on  the  occupation's  current  and  prospective  economic  charac- 
teristics. 

State  agencies  were  encouraged  and  given  technical  assistance  as 
necessary  in  the  preparation  by  local  offices  of  occupational  labor- 
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market  studies,  or  "job  briefs,"  which  proved  of  value  in  local  office 
activities  and  often  also  provided  the  basis  for  the  pertinent  sections 
of  Occupational  Guides  issued  by  the  Bureau.  More  than  2,000  such 
studies  were  made  during  the  year. 

INDUSTRY  AND   AREA   LABOR-MARKET  ANALYSIS 

Labor-market  information  relating  to  selected  industries  and  areas 
was  useful  in  locating  geographic  and  economic  areas  with  emerging 
employment  problems.  During  early  1949,  industry  and  area  analy- 
ses furnished  advice  on  the  location  and  the  industrial  extent  of  em- 
ployment declines. 

Despite  Federal  and  State  staff  curtailments,  the  Bureau  continued 
to  issue  semiannual  analyses  of  developments  in  key  industries, 
particularly  in  manufacturing.  The  Labor  Market  Report,  which  is 
prepared  every  2  months  for  selected  urban  areas  and  is  the  basis  of 
the  area  analysis  program,  was  revised  so  as  to  include  only  the  min- 
imum essential  information  and  the  number  of  areas  covered  was 
reduced  from  149  to  100.  This  information  on  labor-market  condi- 
tions is  expected  to  be  extremely  useful  to  the  local  employment 
office  and  community  groups  in  joint  efforts  to  combat  rising  unem- 
ployment. 

Assistance  to  Employers  on  Personnel  Problems 

During  its  15  years  of  experience  in  developing  methods  and  tech- 
niques to  improve  the  selection  and  placement  of  workers,  the  public 
employment  service  has  acquired  a  large  fimd  of  information  regard- 
ing the  underlying  causes  of  such  personnel  problems  as  staffing  re- 
quirements; selection,  transfer,  and  promotion  of  workers;  worker 
dissatisfaction;  turn-over;  and  absenteeism.  Industry  has  recognized 
the  value  of  these  techniques  and  has  called  upon  local  employment 
offices  to  a  greater  extent  than  ever  for  assistance  in  helping  to  resolve 
many  in-plant  personnel  problems. 

UNEMPLOYMENT  INSURANCE 

Unemployment  insurance  played  as  important  a  role  in  the  Nation's 
social  security  program  during  1948-49  as  in  any  year  in  its  history. 
The  economic  adjustments  during  the  year,  which  led  to  a  significant 
rise  in  manufacturing  unemployment,  were  reflected  in  higher  claim 
loads  and  benefit  payments  than  in  any  preceding  year. 

Recognizing  the  importance  of  modifying  the  legal  basis  of  the 
program  to  take  account  of  changes  in  workers'  needs  in  the  light 
of  changing  price  and  wage  levels,  as  well  as  the  rising  level  of  unem- 
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ployment,  46  State  legislatures  considered  changes  in  unemployment 
insurance  laws  and  38  States  adopted  significant  amendments.  While 
coverage  of  the  laws  was  not  broadened,  the  workers  who  were  pro- 
tected were  given  more  nearly  adequate  insurance  against  loss  of 
earnings  during  unemployment,  with  particular  emphasis  on  the 
greater  needs  of  workers  with  family  dependents.  On  the  other  hand, 
disqualification  provisions  were  made  more  stringent.  Two  additional 
States  provided  temporary  disability  benefits  for  nonoccupational 
disabilities,  bringing  the  total  with  such  provision  to  5. 

While  in  general  the  program  was  appreciably  strengthened  by 
the  legislative  changes  made  during  the  year,  the  State  laws  still  leave 
serious  gaps  in  the  protection  afforded  jobless  workers. 

Covered  Workers 

Because  State  legislative  changes  in  coverage  provisions  were 
minor,  economic  factors  were  primarily  responsible  for  the  decline 
in  covered  employment  from  July  1948  to  June  1949.  Tennessee 
restored  the  exclusion  of  nonprofit  employees,  leaving  only  Hawaii 
covering  all  such  workers.  Following  the  passage  of  Public  Law  642 
in  1948  (the  Gearhart  resolution),  three  States  restricted  the  tests  of 
employee  status,  emphasizing  common-law  rules  as  the  principal 
basis  for  determining  employer-employee  relationship.  No  changes 
were  made  in  the  size  of  firms  covered  by  the  State  laws;  29  now  cover 
employees  of  firms  with  fewer  than  eight  workers.  Three  States  pro- 
vided for  automatic  coverage  of  any  services  covered  by  the  Federal 
Unemployment  Tax  Act,  and  one  removed  the  exclusion  of  services 
of  State  employees. 

In  June  1949,  31.4  milhon  workers  were  in  employment  covered  by 
State  unemployment  insurance  laws,  compared  with  33.3  million  at 
the  beginning  of  the  fiscal  year.  Covered  employment  reached  a 
peak  of  33.7  million  in  September  1948,  and  a  low  point  of  31.3 
million  in  May  1949. 

These  figures  represent  the  number  of  workers  in  covered  jobs  at  a 
given  time;  a  substantially  larger  number  have  some  work  in  covered 
employment  during  the  course  of  a  year.  About  45.6  million  individ- 
uals, it  is  estimated,  earned  some  covered  wages  in  the  calendar  year 
1948,  and  about  37  million  or  80  percent  of  them  had  sufficient  wage 
credits  to  qualify  for  benefits  if  they  become  unemployed. 

While  the  majority  of  jobs  in  gainful  work  are  covered  by  State  or 
the  railroad  unemployment  insurance  laws,  about  13.6  million  or 
30  percent  of  such  jobs  in  an  average  week  during  the  fiscal  year 
were  excluded  from  coverage.  About  3.5  million  are  excluded  solely 
because  they  are  in  firms  smaller  than  the  statutory  size  required. 
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Government  employment  is  another  large  excluded  area,  with  approx- 
imately 3.6  million  jobs  in  State  and  local  governments  and  1.7  million 
Federal  civilian  jobs.  Also  excluded  are  about  1,7  million  agricultural 
jobs,  an  equal  number  in  domestic  service  in  private  homes,  and  about 
a  million  in  nonprofit  organizations. 

Claims  and  Benefit  Payments 

The  14,5  million  initial  claims  filed  during  the  year,  representing 
new  spells  of  unemployment,  were  47  percent  above  the  total  for  the 
preceding  fiscal  year  and  the  largest  number  in  any  year  since  the 
program  started. 

In  July  1948,  unemployed  covered  workers  filed  838,800  initial 
claims.    The  number  dropped  sharply  in  August  and  September  des- 
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pite  a  significant  volume  of  initial  claims  from  persons  ineligible  for 
vacation  pay  when  their  plants  shut  down  for  vacation  peirods;  the 
decreasing  employment  in  the  textile  and  apparel  industries;  and  a 
sizable  volume  of  secondary  unemployment  resulting  from  labor  dis- 
putes. From  a  low  point  of  679,700  in  September,  initial  claims  rose 
each  succeeding  month  to  1,6  million  in  January  1949.    While  this 
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sharp  increase  reflected  the  usual  winter  decline  in  seasonal  industries, 
far  more  important  was  the  beginning  of  downward  adjustments  in 
industries  where  the  supply  of  goods  produced  had  met  the  demand. 
Within  90  days — from  mid-October  1948  to  mid-January  1949 — the 
weekly  volume  of  initial  claims  rose  from  155,500  to  376,400.  WhUe 
this  increase  was  widespread,  it  was  particularly  heavy  in  New  England 
and  on  the  west  coast.  Further  increases  in  initial  claims  during  April 
and  May  were  due,  in  part,  to  the  beginning  of  new  uniform  benefit 
years  in  {10  States  and  did  not  represent  new  unemployment. 

Continued  claims  representing  weeks  of  unemployment  among 
covered  workers  increased  sharply  over  the  preceding  year,  from 
49.8  million  to  71.7  million — an  all-time  high.  In  each  of  the  first 
4  months  of  fiscal  year  1949,  continued  claims  were  below  the  level  of 
the  corresponding  month  in  the  preceding  year;  from  4.3  million  in 
July  1948,  they  dropped  to  a  low  of  3.3  miUion  in  October.  Growmg 
unemployment  among  covered  workers,  however,  increased  continued 
claims  by  about  600,000  in  November  (in  previous  years,  November 
was  the  low  month  of  the  year) ;  claims  continued  to  rise,  to  8,753,800 
in  March  1949,  and  to  the  postwar  peak  of  8,778,300  in  June. 

For  every  100  workers  insured  under  State  unemployment  insurance 
laws,  3.3  to  3.4  were  unemployed  during  the  spring  of  1948,  but  this 
ratio  had  reached  6.2  by  June  1949.  The  figure  varied  widely  among 
the  States,  refiecting  differences  in  economic  conditions  and  ranging 
from  about  22  percent  in  Rhode  Island  to  1  percent  in  the  Dakotas. 
As  in  the  fiscal  year  1948,  New  England  and  California  had  the  highest 
ratios — more  than  9  claimants  for  every  100  insured  workers.  Except 
for  Rhode  Island,  where  the  June  1948  ratio  of  7.9  had  risen  to  22.1 
in  June  1949,  the  greatest  increases  took  place  in  New  Hampshire 
(4.9  to  12.6)  and  Connecticut  (3.0  to  9.5). 

INTERSTATE   CLAIMS 

An  increased  movement  of  unemployed  covered  workers  across 
State  lines  during  the  fiscal  year  1949  was  reflected  in  a  rise  in  the 
volume  of  interstate  claims.  Interstate  initial  claims  rose  37  percent 
over  the  preceding  fiscal  year  to  647,000,  and  continued  claims  in- 
creased 30  percent  to  3.6  million.  The  ratio  of  interstate  claims  to 
all  claims,  however,  dechned  for  the  third  successive  year,  reflecting 
the  drop  from  the  high  level  of  interstate  migration  immediately  after 
the  end  of  the  war.  About  4.5  percent  of  all  initial  claims  and  5.1 
percent  of  aU  continued  claims  were  interstate  claims,  as  against  4.8 
and  5.6  percent,  respectively,  in  the  preceding  fiscal  year.  About 
one-fifth  of  all  initial  claims  filed  in  Arizona,  the  District  of  Columbia, 
Florida,  Kansas,  Nevada,  Oklahoma,  and  Wyoming,  taken  together, 
were  interstate  initial  claims  received  as  agent  State. 
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RECONVERSION   UNEMPLOYMENT   BENEFITS   FOR   SEAMEN 

Activities  under  the  temporary  program  of  reconversion  unemploy- 
ment benefits  for  seamen,  provided  in  title  XIII  of  the  Social  Security 
Act,  generally  declined  in  the  fiscal  year  1949.  This  temporary  pro- 
gram was  enacted  in  1946  to  provide  unemployment  benefits  for  sea- 
men employed  on  American  vessels  controlled  by  the  War  Shipping 
Administration  and  its  successor,  the  Maritime  Commission;  as  Federal 
employees,  they  had  not  been  insured  under  State  unemployment  in- 
surance laws.  Benefits  under  this  program  will  terminate  on  June  30, 
1950,  under  the  extension  of  title  XIII  authorized  by  Congress  (Public 
Law  174)  shortly  after  the  close  of  the  1949  fiscal  year. 

New  claims  filed  under  this  program  declined  from  61,300  in  the 
fiscal  year  1948  to  37,200  in  the  fiscal  year  1949.  The  number  of 
weeks  of  unemployment  compensated  also  fell — from  193,900  in  1947- 
48  to  about  116,000  in  1948-49.  Claimants  whose  only  wage  credits 
had  been  earned  in  Federal  employment  and  who  would  not  have 
been  entitled  to  any  benefit  except  for  this  program  accounted  for  the 
majority  of  the  weeks  compensated — 71  percent  in  1947-48  and  52 
percent  in  1948-49.  Federal  expenditures  also  declined  from  $3.3 
million  in  the  fiscal  year  1948  to  $1.8  million  in  the  fiscal  year  1949. 

At  the  end  of  the  fiscal  year,  there  were  some  10,000  seamen  with 
Federal  wage  credits,  many  of  whom  could  not  qualify  for  benefits  on 
the  basis  of  their  State  wage  credits  alone.  It  was  on  behalf  of  this 
group  that  the  Congress  extended  title  XIII  for  another  year. 

TIME   LAPSE   IN   BENEFIT   PAYMENTS 

Despite  a  45-percent  increase  in  the  volume  of  intrastate  payments 
during  fiscal  year  1949,  benefit  checks  generally  were  issued  as  promptly 
is  in  the  preceding  year;  they  were  made  far  less  promptly  thati  in 
prewar  years,  primarily  as  a  result  of  biweekly  claims  taking.  Before 
the  war,  aU  claims  had  been  taken  weekly. 

Since  the  time  lapse  is  measured  from  the  end  of  the  week  of  unem- 
ployment for  which  benefits  are  claimed,  rather  than  from  the  date 
on  which  the  claim  is  filed,  the  payments  on  biweekly  claims  are 
necessarily  less  prompt  than  on  claims  taken  weekly.  Before  the  war, 
83  percent  of  the  intrastate  first  payments  and  94  percent  of  the 
second  and  subsequent  payments  were  issued  within  2  weeks.  In  the 
fiscal  year  1949,  while  payments  based  on  weekly  claims  were  made 
as  promptly  as  in  prewar  years,  only  46  percent  of  the  first  payments 
on  claims  taken  biweekly  and  56  percent  of  the  second  and  subsequent 
payments  were  issued  within  2  weeks.  At  the  end  of  the  fiscal  year, 
15  States,  including  the  large  States  of  Illinois,  Missouri,  New  Jersey, 
and  Texas,  took  aU  compensable  claims  on  a  biweekly  basis,  and 
12  other  States  took  a  part  of  their  claims  biweekly. 


Social  Security  Administration ^ 

Interstate  payments  were  made  less  promptly  during  1949  than  in 
1948,  primarily  because  the  States  tended  to  give  primary  attention 
to  processing  the  increasing  volume  of  intrastate  claims;  in  addition, 
application  of  more  restrictive  eligibility  and  disqualification  provi- 
sions led  to  questioning  of  the  validity  of  many  interstate  claims, 
thus  delaying  processing.  Only  35  percent  of  the  first  payments  and 
46  percent  of  the  second  and  subsequent  payments  were  made  within 
2  weeks,  in  contrast  to  the  prewar  averages  of  64  and  74  percent, 
respectively.  i 

AMOUNT   AND   DURATION    OF    BENEFITS 

During  the  fiscal  year  1949,  5.6  million  workers  drew  benefits,  a 
larger  number  than  during  the  first  reconversion  year,  1945-46,  and 
almost  50  percent  more  than  during  the  fiscal  year  1948.  Refiecting 
the  sharp  increase  in  unemployment  beginning  in  the  fall  of  1948, 
more  than  two-thirds  of  these  beneficiaries  drew  their  first  checks  after 
December  31,  1948. 

Since  new  unemployment  was  much  heavier  in  the  second  half  of 
the  fiscal  year,  the  average  number  of  weeks  of  benefit  received  per 
beneficiary  during  the  year  does  not  fully  reflect  the  increased  dura- 
tion of  unemployment.  In  the  fiscal  year  1949,  the  average  benefit 
recipient  drew  11  weeks  of  benefits,  about  the  same  as  in  the  preced- 
ing year.  At  the  end  of  the  year,  however,  almost  one- third  of  the 
year's  beneficiaries  were  still  recei\^ing  benefits. 

Similarly,  the  proportion  of  beneficiaries  who  exhausted  rights  dur- 
ing the  year  is  not  a  full  refiection  of  the  increase  in  unemployment. 
This  proportion  was  about  30  percent,  the  same  as  in  the  preceding 
year.  Of  the  beneficiaries  whose  benefit  years  ended  m  April-June 
1949,  about  24  percent  had  exhausted  benefit  rights,  but  by  the  end 
of  June  32  percent  of  those  with  benefit  years  ending  in  July-Sep- 
tember had  exhausted  their  rights,  with  up  to  3  months  remaining  in 
the  benefit  years.  Of  the  beneficiaries  whose  benefit  years  ended  in 
October-December  1949,  27  percent  had  aheady  exhausted  their 
rights  by  June  30,  with  3  to  6  months  remaining  of  the  benefit  years. 
As  a  matter  of  fact,  in  six  States  more  than  half  the  beneficiaries 
whose  benefit  years  ended  in  April- June  1949,  and  in  eight  States 
more  than  40  percent  of  the  beneficiaries  in  benefit  years  ending 
October-December,  had  already  exhausted  then-  rights  by  June  30, 
though  3  to  6  months  remained  in  the  benefit  year. 

Beneficiaries  who  exhausted  benefits  during  the  year  had  received 
about  17  weeks  of  benefits  on  the  average.  Only  in  New  York  had 
all  such  workers  received  benefits  for  26  weeks.  In  11  States  at  the 
other  extreme,  workers  exhausted  benefits  after  receiving  an  average 
of  less  than  15  weeks  of  benefits. 
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The  size  of  weekly  payments  for  total  unemployment  continued  to 
increase  during  most  of  the  year  and  averaged  $19.91  for  the  year, 
a  new  high.  This  rise  resulted  from  continued  increases  in  the  wages 
on  which  the  benefits  were  based,  liberalized  provisions  of  State  laws, 
and  a  greater  proportion  of  higher-paid  workers  among  the  benefici- 
aries. 

Weekly  benefits  varied  considerably  among  the  States  both  in 
absolute  amounts  and  in  relation  to  wages.  The  average  weekly 
payment  in  June  1949  varied  from  $13.  80  in  Florida  to  more  than 
$23  in  Massachusetts,  New  York,  and  Utah.  The  average  payment 
was  more  than  $20  in  15  States  and  less  than  $15  in  five  States.  In 
only  four  States — Massachusetts,  Rhode  Island,  South  Carolina,  and 
Utah — was  the  average  weekly  payment  as  much  as  40  percent  of 
average  wages.  There  were  16  such  States  in  May  1940.  In  May 
1949  average  payments  were  one  third  of  wages  for  the  country  as  a 
whole,  and  less  than  30  percent  in  18  States. 

The  main  limitation  on  weekly  benefits  in  relation  to  wages  con- 
tinued to  be  the  maximum  weekly  benefit  amount.  Despite  the  fact 
that  all  States  except  Florida  have  increased  their  maximums  since 
1940,  some  by  $10  or  more,  in  no  State  was  the  basic  maximum 
(excluding  dependents'  allowances)  as  high  a  proportion  of  wages  at 
the  end  of  June  1949  as  it  had  been  in  1940.  Only  four  States  had  a 
basic  maximum  benefit  rate  as  great  as  half  of  average  weekly  wages. 
The  reverse  was  true  m  1940,  when  only  four  States  had  a  basic  maxi- 
mum of  less  than  half  of  weekly  wages. 

During  the  fiscal  year,  more  than  20  percent  of  the  beneficiaries  in 
five  States  had  their  weekly  benefits  increased  (by  about  one-fifth 
on  the  average),  by  the  addition  of  dependents'  allowances.  Two 
of  these  States  liberalized  existing  provisions  for  dependents,  and  six 
more  States  added  dependents'  allowances  to  their  laws  by  July  1, 
1949.  Even  with  these  allowances,  which  bring  the  maximum  up  to 
more  than  $35  in  four  States,  the  over-all  maximum  can  exceed  50 
percent  of  average  wages  in  only  5  of  the  11  States  with  dependents' 
allowances. 

In  relation  to  living  costs,  benefits  are  little  higher  than  in  1940. 
In  January-March  1949,  for  example,  the  average  weekly  payment, 
adjusted  for  changes  in  consumers'  prices  since  1935-39,  was  $11.  78, 
compared  to  $10.  58  in  January-March  1940.  In  these  terms,  benefits 
reached  their  peak  in  October-December  1945,  when  the  weekly 
payment  was  worth  $14.  70  in  1935-39  dollars. 

During  the  1949  legislative  sessions,  23  States  increased  maximum 
basic  weekly  benefits,  effective  in  1949,  and  one  State  increased 
benefits,  effective  April  1,  1950,  Thu'teen  States  increased  maximum 
duration  of  benefits. 
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In  all,  29  States  liberalized  maximum  potential  benefit  rights. 
Maximum  weekly  benefits  now  vary  from  $15  to  $26  without  depend- 
ents' allowances,  and  from  $20  to  $40  or  more  in  the  11  States  with 
dependents'  allowances.  Only  two  States,  accounting  for  2.  8  percent 
of  all  covered  workers  in  the  country,  retain  maximum  weekly  amounts 
of  $18  or  less.  All  the  other  States  provide  maximum  basic  weekly 
benefits  of  $20  or  more;  29  of  them,  with  72  percent  of  the  covered 
workers,   provide   $25   or   more,   including   dependents'    allowances. 

The  maximum  potential  weeks  of  benefits  vary  among  the  States 
from  12  to  26 K  weeks.  In  15  States,  with  one-fourth  of  the  Nation's 
covered  workers,  all  eligible  workers  may  receive  the  number  of  weeks 
of  benefits  specified  in  the  State  law  (12-26  weeks)  if  they  remain 
unemployed  and  eligible.  In  the  other  36  States,  claimants'  potential 
durations  of  benefits  vary  from  16  to  26 K  weeks  according  to  then- 
base-period  wages  in  covered  employment;  for  claimants  who  barely 
qualify  for  benefits  duration  varies  from  1  to  15  weeks.  Almost  half 
of  the  Nation's  covered  workers  are  in  13  States  with  maximum  dura- 
tion of  26  or  more  weeks;  over  two-fifths  are  in  30  States  with  maxi- 
mum duration  of  20-25  weeks;  only  1  in  every  14  covered  workers  is 
in  the  8  States  with  maximum  duration  of  less  than  20  weeks.  In 
most  States,  claimants  at  all  benefit  levels  may  be  eligible  for  maxi- 
mum weeks  of  benefits.  However,  in  nine  States,  with  almost  one- 
fifth  of  the  country's  covered  workers,  only  those  claimants  whose 
wages  entitle  them  to  the  highest  weekly  benefit  amount  can  receive 
the  maximmn  weeks  of  benefits. 

The  increases  in  maximum  potential  benefits  have  been  accompanied 
by  increases  in  the  amount  of  prior  wages  in  covered  employment  re- 
quired for  these  benefits  by  the  State  laws.  Thus,  in  7  States  workers 
must  have  earned  $2,500  to  $2,950  in  the  base  year  in  order  to  obtain 
the  maximum  benefits  payable  under  the  State  law.  In  one  State,  to 
quahfy  for  maximum  dependents'  allowances  requires  base-period 
wages  of  over  $3,400,  which  is  even  more  than  the  maximum  amount 
of  taxable  wages. 

Eligibility  and  Disqualification 

The  determination  that  a  claimant  is  entitled  to  receive  benefits  for 
a  particular  week  is  extremely  difficult,  since  it  involves  a  decision  on 
his  ability  and  availability  for  work  as  well  as  on  whether  he  is  subject 
to  disqualification.  These  provisions  are  designed  to  test  the  genuine- 
ness of  the  claimant's  unemployment  as  well  as  his  current  attachment 
to  the  labor  market.  All  State  laws  disquahfy  a  worker  who,  with- 
out good  cause,  leaves  his  job  voluntarily  or  refuses  suitable  work; 
who  is  discharged  for  misconduct  connected  with  his  work;  or  whose 
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unemployment  is  due  to  a  labor  dispute  in  which  he  is  .directly 
concerned. 

While  some  disqualification  provisions  were  lightened  during  1949, 
they  were  ofi^set  by  additional  restrictions.  Four  States  added  a 
disqualification  for  unemployment  due  to  pregnancy,  making  a  total 
of  23  States  with  such  provisions.  All  but  six  States  now  recognize 
one  or  more  causes  of  disqualification  in  addition  to  the  four  basic 
causes  mentioned  in  the  preceding  paragraph. 

As  the  potential  duration  of  benefits  has  increased,  the  maximum 
period  of  disqualification  has  also  been  lengthened,  in  one  State  as 
much  as  24  weeks.  Only  12  States  have  disqualification  periods  as 
short  as  4  weeks  (in  addition  to  the  week  of  the  disqualifying  act)  and 
14  disqualify  for  the  duration  of  the  unemployment  for  one  or  more  of 
the  three  major  causes. 

Twenty-two  States  cancel  or  reduce  benefit  rights  in  case  of  dis- 
qualification for  one  or  more  of  the  three  major  causes  and  16  cancel 
or  reduce  such  rights  for  one  or  more  of  the  special  causes  of  dis- 
qualification. 

Between  July  1948  and  June  30,  1949,  over  1,087,000  claims,  or 
9  percent  of  the  initial  claims  filed  by  insured  workers,  were  dis- 
allowed or  resulted  in  disqualification  (exclusive  of  labor  dispute 
cases).  The  volume  of  disqualifications  failed  to  go  up  from  the  1948 
level  with  the  substantial  increase  in  claims  activity,  because  most 
unemployment  during  the  year  was  involuntary,  due  to  large-scale 
reductions  in  employers'  work  forces;  in  most  cases,  claimants  re- 
mained unemployed  for  lack  of  job  openings.  For  the  same  reasons, 
the  proportion  of  disqualifications  due  to  refusal  of  suitable  work 
dropped  by  over  20  percent  as  compared  with  the  preceding  year. 

The  application  of  the  availability  and  disqualification  provisions 
varied  widely  from  State  to  State,  according  to  differences  in  statutory 
provisions,  policy  interpretation,  and  labor-market  conditions.  In 
two  States  the  number  of  denials  and  disqualifications  exceeded  one- 
third  of  the  number  of  new  claims  filed  by  insured  workers. 

During  1949,  seven  States  added  requirements  that  claimants  make 
an  active  personal  search  for  work,  in  addition  to  registering  with  the 
employment  service,  as  a  condition  of  receiving  benefits.  As  of  June 
30,  1949,  22  States  had  such  statutory  requirements,  and  at  least  23 
others  were  interpreting  their  laws  to  require  certain  groups  of  claim- 
ants to  make  such  a  search.  The  Bureau  of  Employment  Security 
has  suggested  to  the  States  an  interpretation  of  this  requirement  which 
takes  into  consideration  hiring  practices  in  the  claimant's  occupation 
as  well  as  existing  labor-market  conditions. 

An  increasing  number  of  benefit  decisions,  by  State  agencies  and 
courts,  have  raised  fundamental  questions  concerning  the  purposes  of 
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the  unemployment  insurance  laws  and  the  extent  to  which  the  laws 
as  interpreted  fulfill  these  purposes.  For  example,  under  one  State 
law  the  disqualifications  for  voluntary  separation,  discharge  for  mis- 
conduct, or  refusal  of  suitable  work  continue  until  the  individual  has 
"earned  wages  in  employment  equal  to  10  times  his  weekly  benefit 
amount."  In  States  where  the  qualifying  requirement  is  interpreted 
to  mean  that  such  wages  must  be  earned  in  employment  covered  by 
its  unemployment  insurance  law,  the  claimant  who  moves  to  a  new 
State  loses  all  benefit  rights  earned  in  the  first  State,  even  though  he 
accepts  work  in  the  second  State  and  earns  many  times  the  required 
amount. 

As  a  result  of  a  State  supreme  court  decision,  another  State  must 
disqualify  claimants  who  leave  suitable  work  voluntarily,  even  though 
they  accept  other  work  without  intervening  unemployment,  work  for 
the  new  employer  for  a  substantial  period,  and  lose  the  new  job  solely 
because  of  lack  of  work.  This  provision  puts  pressure  on  workers  to 
remain  with  their  current  employers  regardless  of  better  jobs  elsewhere 
and  may  well  make  it  difficult  for  a  new  or  expanding  industry  to 
recruit  skilled  labor. 

Appeals 

All  States  provide  that  claimants  and  employers  may  appeal 
unsatisfactory  determinations  respecting  claims  for  benefits  to  admin- 
istrative appeal  tribunals.  Most  laws  provide,  in  addition,  a  second 
stage  of  appeal  before  resort  to  the  courts  is  taken.  Most  decisions 
of  the  lower  bodies  are  not  further  appealed. 

During  the  year,  the  number  of  appeals  rose  considerably,  reflecting 
the  rise  in  claims.  Lower  appeals  bodies  averaged  about  17,000  per 
month,  as  compared  with  14,500  per  month  in  the  preceding  year. 

This  increase  in  appeals  enhanced  existing  difficulties — the  basic 
problems  of  furnishing  prompt  hearings  and  doing  substantial  justice 
to  out-of-State  workers.  Bureau  personnel,  in  cooperation  with  the 
State  agencies,  made  surveys  of  State  appeals  procedures  and  the 
resulting  recommendations  have  been  notably  effective.  Procedures 
were  modified  in  some  States  to  make  earlier  hearings  possible. 
Studies  in  a  large  number  of  States  on  the  special  difficulties  inherent 
in  furnishing  a  fair  hearing  to  the  claimant  who  has  moved  to  another 
State  are  designed  to  yield  ways  to  improve  the  quality  and  promptness 
of  the  hearings  and  decisions  for  such  workers. 

The  Bureau  continued  to  conduct  training  courses  in  methods  of 
writing  technically  sound  decisions  that  are  comprehensible  to  the 
layman  and  on  techniques  of  organizing  and  maintaining  manuals 
of  precedent-making  appeals  decisions  and  other  materials.     Such 
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manuals  are  essential  to  adequate  appeals  decisions,  as  well  as  to  good 
determinations  and  fact-finding  before  the  appeals  are  taken. 

Nevertheless,  backlogs  and  long  delays  still  remained.  At  the  end 
of  June  1949,  there  were  about  8,200  labor  dispute  appeals  and  28,800 
other  appeals  at  the  first  stage  not  processed,  as  compared  with  3,750 
labor  dispute  appeals  and  18,800  other  appeals  received  that  month. 
At  the  second  stage,  the  comparison  is  even  less  favorable.  These 
backlogs  necessarily  mean  delays  in  the  handling  of  appeals  and  in 
paying  benefits.  In  June  1949,  only  20  percent  of  all  the  first-stage 
appeal  decisions  in  the  country  were  issued  in  less  than  30  days,  and 
24  percent  took  over  75  days.  At  the  second  appeal  stage,  the  time 
involved  was  even  longer,  50  percent  taking  over  75  days.  While 
some  agencies  disposed  of  their  appeals  very  promptly,  both  the 
Bureau  and  the  States  are  working  on  methods  to  simplify  operations 
and  speed  up  the  appeals  process. 

Financing  Benefit  Costs 

The  total  amount  of  funds  available  for  benefits  in  the  51  State 
reserves  aggregated  about  $7.3  billion  on  June  30,  1949,  a  decrease  of 
about  $84  million  from  the  balance  at  the  beginning  of  the  fiscal 
year,  and  $294  million  below  the  December  1948  peak.  The  excess 
of  benefit  expenditures  (nearly  $1,200  million)  over  State  tax  collec- 
tions (aggregating  $989  million)  was  primarily  responsible  for  this 
decline.  Another  factor  was  New  Jersey's  withdrawal  of  $40  million 
in  employee  contributions  (under  section  303  (a)  (5)  of  the  Social 
Security  Act),  to  be  used  for  financing  its  temporary  disability 
program.     On  the  other  hand,  interest  earnings  were  $160  million. 

Although  taxable  wages  in  the  fiscal  year  1949  exceeded  those  in  the 
preceding  year,  revenues  collected  declined  slightly,  from  $1,007 
million  to  $989  million.  This  decrease  reflected  a  slightly  lower 
average  employer  contribution  rate  for  the  Nation  as  a  whole  and  the 
diversion  to  temporary  disability  insurance  of  three-fourths  of  the 
1 -percent  employee  tax  in  New  Jersey  formerly  collected  for  the  un- 
employment insurance  program.  The  most  significant  change  in  the 
average  employer  tax  rate  was  in  Mississippi,  where  a  reduction  of  50 
percent  followed  introduction  of  a  pay-roll-variation  type  of  experience 
rating  in  July  1948.  There  were  significant  changes  in  average  em- 
ployer tax  rates  in  six  other  States.  New  rate  schedules  resulted  in 
rate  reductions  in  Colorado,  Nebraska,  and  New  Jersey.  The  average 
rate  in  Connecticut  rose  from  0.3  to  0.6  percent,  because  a  decline 
in  reserves  did  not  permit  the  additional  tax  reductions  which  had 
been  possible  in  1947-48,  when  income  exceeded  outgo.  The  average 
rates  in  Georgia  and  North  Dakota  also  increased  significantly. 


Social  Security  Administration ££ 

During  the  1949  legislative  sessions,  20  States  reduced  employers' 
rates  directly  by  lowering  requirements  necessary  to  obtain  reduced 
rates.  In  addition,  19  States  added  new  lower  minimum  or  maximum 
rates,  and  five  States  eliminated  or  reduced  rates  above  the  standard 
2.7  percent.  Employers  may  obtain  a  zero  rate  in  12  States.  In  24 
States,  the  minimum  is  0.1-0.35  percent,  and  only  four  have  a  mini- 
mum rate  as  high  as  1  percent.  Five  States  added  provisions  for 
voluntary  contributions,  making  a  total  of  19  which  now  permit 
bypassing  the  customary  rate  schedule  by  means  of  voluntary  con- 
tributions. 

Experience  with  the  existing  additional-credit  provisions  of  the 
Federal  act  has  clearly  demonstrated  the  difficulties  and  complexities, 
involved  in  incorporating  them  into  workable  experience-rating  plans. 
Few  of  the  difficulties  thus  encountered  have  been  concerned  with  the 
basic  problem  of  assuring  that  tax  reductions  will  not  jeopardize 
payment  of  benefits;  most  of  the  administrative  problems  are  of  essen- 
tially minor  significance.  More  important  is  the  fact  that  lowered 
tax  rates  have  reduced  revenues  and  accumulation  of  reserves  during 
recent  prosperous  years  so  greatly  as  to  require  some  States  to  assess 
higher  taxes  than  would  otherwise  be  necessary. 

A  substantial  rise  in  insured  unemployment  in  several  States  in- 
creased benefit  expenditures  from  $753  miUion  in  the  fiscal  year  1948 
to  almost  $1,200  million  in  1949.  Benefit  expenditure  rates  (benefit 
payments  as  a  percent  of  taxable  wages)  varied  considerably  among 
the  States.  Although  many  States  had  rates  of  less  than  1  percent, 
relatively  high  rates  in  California  (3.2  percent),  New  York  (2.4  per- 
cent), and  others  raised  the  average  national  rate  to  1.5  percent,  from 
1.0  percent  in  the  preceding  year.  The  highest  rate  of  expenditures 
was  in  Rhode  Island,  where  benefit  outlays  equaled  4.7  percent  of 
taxable  wages. 

Reserves  dechned  in  12  States,  with  the  sharpest  drops  occurring 
in  New  England,  where  heavy  unemployment  in  the  textile  and  re- 
lated industries  increased  benefit  costs.  The  most  serious  decline 
was  in  Rhode  Island,  where  reserves  fell  to  $34  miUion  by  the  end  of 
June  1949,  $17  million  less  than  the  amount  a  year  earlier.  The 
Massachusetts  reserve  declined  by  $32  million  during  the  year, 
resulting  in  a  balance  of  $144  million,  equivalent  to  only  4.4  percent 
of  taxable  wages — the  lowest  reserve  ratio  of  any  State.  The  average 
national  ratio  was  9.3  percent. 

The  attention  focused  upon  the  State  solvency  situation  by  these 
declines  in  reserves  and  rising  expenditure  levels  increased  interest  in 
reexamining  the  basis  of  financing  State  programs.  With  State 
cooperation,  the  Bureau  has  initiated  comprehensive  studies  in  six 
States  covering  basic  economic  analysis,  review  of  past  experience, 
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and  analysis  of  anticipated  experience  on  the  basis  of  alternative 
assumptions.  Considerable  work  is  being  done  to  develop  methods 
which  the  States  can  employ  in  analyzing  solvency  problems. 

While  the  laws  of  44  States  contain  provisions  authorizing  States 
to  encourage  the  development  of  plans  for  employment  regularization, 
no  substantial  evidence  has  so  far  been  made  available  to  indicate  that 
positive  results  have  been  achieved.  It  is  impossible  to  obtain  con- 
clusive evidence  as  to  the  effect  of  State  experience-rating  systems 
upon  the  employment  and  related  policies  of  employers. 

Temporary  Disability  Insurance  Coordinated  With 
Unemployment  Insurance 

On  June  30,  1949,  only  12.3  percent  of  all  covered  workers — those 
located  in  California,  New  Jersey,  and  Rhode  Island — could  receive 
cash  payments  from  their  States  for  unemployment  due  to  sickness. 
During  the  fiscal  year,  workers  in  these  three  States  received  $29.5 
million  in  such  benefits  under  the  State  plans,  which  are  administered 
by  the  employment  security  agency  in  coordination  with  unemploy- 
ment insurance. 

All  three  programs  are  financed,  both  as  to  benefits  and  administra- 
tive expenses,  by  a  1 -percent  tax  on  wages  up  to  $3,000;  in  California 
and  Rhode  Island,  the  entire  amount  is  paid  by  workers;  in  New 
Jersey,  workers  pay  three-fourths  and  employers,  one-fourth.  The 
Rhode  Island  cash  sickness  insurance  program,  like  unemployment 
insurance,  is  exclusively  government-operated.  All  contributions  are 
paid  to  the  State,  and  all  benefits  are  paid  by  the  State.  The  Cali- 
fornia and  New  Jersey  laws,  however,  include  "contracting-out" 
provisions,  under  which  a  private  plan  that  meets  certain  legal  condi- 
tions may  be  substituted  for  coverage  under  the  State  plan.  Workers 
not  under  a  private  plan  are  covered  by  the  State  plan  and  pay  contri- 
butions to  the  State;  workers  do  not  contribute  to  or  receive  benefits 
from  the  State  while  they  are  covered  by  an  approved  private  plan. 
The  conditions  for  approval  vary  but,  except  for  private  plans  existing 
in  New  Jersey  as  of  January  1,  1949,  they  generally  require  benefits 
at  least  as  good  as  those  under  the  State  plan,  at  no  higher  cost  to 
workers,  and  with  some  assurance  that  the  promised  benefits  will  be 
paid  when  due.  The  California  law  attempts  to  prevent  the  private 
plans  from  confining  themselves  to  the  better  risks. 

The  risk  covered  is  inability  to  work  by  reason  of  illness  or  accident 
which  is  not  compensable  under  workmen's  compensation.  Only 
Rhode  Island  includes  pregnancy  as  a  cause  of  disability.  Coverage 
is  the  same  as  under  unemployment  insurance,  and  benefits  are 
determined  by  the  same  formula,  using  the  same  wage  records. 
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During  tlae  fiscal  year,  claims  for  227,000  spells  of  disability  were 
filed  in  California;  142,000  spells  were  claimed  under  the  State  plan, 
the  rest  under  private  plans.  Under  the  State  plan,  more  than  1 
million  weeks  of  illness  were  compensated,  with  a  total  expenditure  of 
$23.4  million  for  benefits.  Since  State  plan  collections  at  1  percent 
of  pay  roll  totaled  $42,062,000  in  the  same  period,  benefits  were  0.56 
percent  of  pay  rolls  subject  to  the  State  fund.  On  June  30,  1949, 
about  24,100  employers,  or  10  percent  of  those  covered,  with  more 
than  1  million  workers  (43  percent)  were  covered  by  private  plans 
instead  of  the  State  plan. 

In  Rhode  Island,  claims  were  received  for  33,300  spells  of  disability, 
and  $4.8  milhon  was  paid  in  benefits  for  263,700  weeks. 

Benefit  payments  in  New  Jersey  began  January  1,  1949.  In  the 
first  6  months  of  operation,  11,300  spells  of  disability  were  allowed  by 
the  State,  and  an  unknown  additional  number  by  private  plans. 
Benefits  paid  by  the  State  amounted  to  $1.2  milHon  for  61,800  weeks 
and  part  weeks  of  disabihty.  On  July  1,  1949,  15,100  employers, 
38  percent  of  all  subject  employers,  and  823,000  workers,  63  percent 
of  all  covered  workers,  were  in  private  plans. 

In  all  these  States,  the  average  weekly  number  of  disability  insur- 
ance beneficiaries  was  substantially  smaller  than  that  of  unemployment 
insurance  beneficiaries.  Differences  in  average  weekly  payments 
under  the  two  programs  were  shght,  except  in  Rhode  Island  prior  to 
April  2,  1949,  when  the  disability  insurance  weekly  maximum  was 
raised  to  the  unemployment  insurance  level. 

Twenty  State  legislatm-es  considered  legislation  in  the  field  of  tem- 
porary disability  insurance  during  1949,  including  the  three  States 
with  existing  laws,  but  only  New  York  and  Washington  enacted 
laws;  the  effective  date  of  the  Washington  law  was  postponed  until 
after  a  referendum  at  the  November  1950  general  election.  The 
New  York  law,  under  which  benefits  become  payable  in  July  1950,  is 
administered  by  the  Workmen's  Compensation  Board  and  is  not 
coordinated  with  the  unemployment  insurance  program;  its  enact- 
ment brings  the  number  of  workers  with  disabihty  protection  up  to 
one-fourth  of  the  covered  labor  force. 

The  Ohio,  Maryland,  and  Massachusetts  legislatures  authorized 
studies  of  problems  of  unemployment  due  to  disabihty.  In  Rhode 
Island,  weekly  and  annual  benefits  for  disability  were  brought  up  to 
the  level  adopted  in  1947  for  unemployment  benefits.  Cahfornia 
removed  the  limit  for  combined  disabihty  and  unemployment  benefits 
of  one  and  one-half  times  the  benefits  allowed  under  either  program 
alone  and  added  hospitalization  benefits  for  claimants  eligible  for 
disability  benefits. 
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Other  Aspects  of  Federal-State  Administration 

In  assisting  State  agencies  to  do  a  more  efficient  job  and  in  offering 
leadership  in  providing  a  sound  system  of  unemployment  insurance, 
the  Bureau  staff  gives  general  suggestions  to  all  States  and  on  request, 
individual  assistance  to  specific  States.  Since  it  receives  and  studies 
reports  from  all  States,  the  Bureau  acts  as  a  clearing  house  of  informa- 
tion on  State  legislative,  operating,  interpretative,  and  statistical 
experience.  It  has  also  worked  with  the  States  in  developing  a 
more  comprehensive  informational  program. 

INVESTIGATION    OF   FRAUD 

The  prevention  and  detection  of  fraud  in  benefit  payments  received 
the  continued  attention  of  the  Bureau  and  the  States.  A  question- 
naire survey  brought  out  some  significant  views  of  the  State  agencies 
as  to  the  nature  and  extent  of  the  problem.  Claims  by  individuals 
who  are  working  or  are  unavailable  or  unable  to  work,  which  have 
been  widely  pubHcized  as  an  abuse,  were  emphasized.  Claims  based 
upon  misinformation  or  misunderstanding  and  various  kinds  of  im- 
proper or  overpayments  were  frequently  referred  to  as  fraud,  even 
though  they  contained  no  element  of  intentional  misrepresentation, 
which  is  a  necessary  element  in  actual  fraud.  While  information  on 
the  volume  of  detected  fraud  was  not  available  in  all  States,  the 
amount  of  fraud  in  terms  of  ascertained  cases  or  dollars  and  cents 
appeared  to  be  negligible.  More  complete  information  is  needed  on 
fraud  prevention  and  detection  activities,  and  steps  are  being  taken  to 
obtain  it.  Smce  improved  fact  finding  is  needed  to  ensure  against 
improper  payments,  the  Bureau  is  developing  methods  of  obtaining 
proof  of  claimants'  ehgibihty  for  benefits,  and  of  the  adequacy  of 
information  given  claimants  regarding  conditions  under  which  benefits 
are  payable.  The  relative  importance  given  fraud  prevention  during 
the  past  year  by  the  States  and  the  Bureau  ensures  better  and  more 
workable  controls  than  heretofore. 

INTERSTATE    CLAIMS 

Interstate  benefit  claims  were  handled  under  two  separate  plans 
during  the  period.  The  original  interstate  benefit  payment  plan  was 
in  operation  in  all  States,  and  18  States  also  participated  in  the  ex- 
perimental "Interstate  Arrangement  for  Determination  and  Payment 
of  Interstate  Claims."  Under  the  former  plan,  the  State  in  which 
the  claimant  is  located  acts  as  an  agent  m  taking  claims  and  developing 
facts  for  transmittal  to  the  hable  State,  which  makes  aU  determina- 
tions and  payments  in  accordance  with  its  own  law.  Under  the 
experimental  arrangement,  the  determination  of  benefit  rights  made 
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by  the  liable  State  was  transferred  to  the  agent  State,  which  then 
made  payments  in  accordance  with  this  monetary  determination. 
The  agent  State  made  subsequent  determinations  on  continued  claims 
in  accordance  with  its  own  law,  being  reimbursed  periodically  by  the 
liable  State  for  amounts  expended. 

Since  Nation-wide  participation  in  the  experimental  arrangement 
could  not  be  obtained,  and  proposed  modifications  were  not  generally 
accepted,  it  was  discontinued  as  of  June  30,  1949.  Present  efforts  are 
being  concentrated  on  improving  the  operation  of  the  original  plan. 
To  this  end,  the  Bureau  made  surveys  of  interstate  benefit  payments 
in  13  States  as  well  as  an  intensive  study  of  operations  in  Miami, 
Florida.  This  was  used  as  a  test  office  to  develop  and  test,  under 
controlled  conditions,  the  standards  for  claims  taking  and  fact  finding 
needed  by  liable  States  for  the  proper  determination  of  interstate 
claims.  Recommendations  arising  out  of  these  studies  were  made 
available  to  all  States. 

DECENTRALIZATION    OF   DETERMINATIONS   AND   PAYMENTS 

During  the  year,  the  Bureau  continued  to  assist  States  interested 
in  decentralizing  benefit  determinations  to  the  local  offices.  Twenty- 
eight  have  authorized  local  offices  to  make  determinations  on  most 
disqualifying  issues,  except  for  labor  dispute  issues.  Four  States  con- 
tinue to  pay  benefits  in  local  offices.  Rhode  Island  makes  cash  pay- 
ments in  all  local  offices,  and  in  California  over  70  percent  of  all  pay- 
ments are  by  cash.  Michigan  and  Minnesota  make  local  ofiice  pay- 
ments by  check.  No  serious  operating  problems  have  developed  in 
these  States  through  such  delegation  of  responsibility  to  the  local 
offices;  the  fact  that  in  most  cases  claimants  receive  their  benefits  for 
a  week  of  unemployment  immediately  after  the  end  of  that  week  has 
been  a  marked  advantage.  Only  Michigan  and  Maine  local  offices 
determine  the  amount  and  duration  of  benefits;  in  most  States  present 
legal  provisions  make  it  impracticable  to  perform  this  function  locally. 

DEVELOPMENT   OF   A    SOUND   BENEFIT   FORMULA   WITHOUT   WAGE 
RECORDS 

The  Bureau  continued  to  work  closely  with  the  States  to  develop 
sound  benefit  formulas  without  current  collection  and  maintenance  of 
wage  records  for  all  covered  workers.  Even  with  increased  claim 
loads,  relatively  few  wage  records  are  used  in  determining  workers' 
benefit  rights.  In  addition,  periodic  wage  reporting  has  limited 
experimentation  and  desirable  improvements  in  the  benefit  formula. 

During  the  year,  several  States  studied  alternative  plans  to  eliminate 
wage  records  from  the  standpoint  of  their  effect  on  benefit  rights  and 
the  possibility  of  securing  the  necessary  information  from  employers 
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when  needed.  The  Nebraska  and  Utah  laws  were  changed  to  elimi- 
nate the  requirement  of  quarterly  wage  reports  for  individual  workers ; 
these  reports  are  to  be  obtained  only  when  claims  are  filed. 

IMPROVING  THE  EMPLOYMENT  SECURITY 
PROGRAM 

The  rise  in  unemployment  during  the  fiscal  year  again  tested  the 
ability  of  the  program  to  meet  the  most  pressing  needs  of  millions 
of  jobless  workers  and  their  families.  At  the  same  time,  it  brought 
to  the  attention  of  the  country  the  important  contribution  the  pro- 
gram made  to  our  economy  during  a  period  of  economic  adjustment. 
The  volume  of  employment  security  activities  was  greater  than 
during  1945-46,  when  the  Nation's  industries  were  changing  over 
from  war  production  to  a  civilian  economy. 

The  employment  service  and  unemployment  insurance  programs, 
working  together,  tided  workers  over  a  difficult  period  of  industrial 
and  business  readjustment  during  the  greater  part  of  the  1949  fiscal 
year.  As  orders  fell  ofi^  and  businessmen  adopted  hand-to-mouth 
buying  programs,  plants  reduced  stafl^s  and  unemployment  rolls 
mounted  rapidly.  Wage  and  salary  incomes  declined,  lessening  buy- 
ing power  needed  to  keep  production  levels  from  falling  further.  The 
seriousness  of  this  situation  in  its  domestic  aspects  was  matched  by 
its  implications  for  foreign  policy  because  of  the  importance  of  the 
health  of  our  own  economy  to  the  political  and  economic  security  of 
nations  throughout  the  world.  The  Nation's  foreign  aid  program, 
plans  for  investment  abroad  to  develop  and  strengthen  the  economies 
of  other  countries,  loan  programs — all  these  teeter  in  the  balance  with 
every  downward  trend,  or  even  rumor  of  such  trend,  in  our  economy. 

In  this  situation,  the  speed  with  which  the  employment  security 
program  feeds  purchasing  power  back  into  the  economy  to  replace 
that  lost  by  loss  of  wages  has  been  very  significant.  While  the  pro- 
portion of  wage  loss  so  compensated  is  inadequate,  the  very  fact  of 
$1.2  billion  in  benefit  payments  during  the  fiscal  year  and  the  payment 
rate  of  about  $150  million  per  month  in  the  summer  of  1949  provided 
an  invaluable  prop  to  the  Nation's  economic  well-being.  For  exam- 
ple, the  payment  during  June  1949  of  $26  million  in  benefits  in  New 
York,  $22  million  in  California,  and  $13  million  in  Massachusetts 
made  contributions  to  the  economy  of  these  States  which  helped  to 
prevent  lay-offs  in  a  few  industries  from  developing  into  a  downward 
whirlpool  of  unemployment  engulfing  additional  industries. 

While  playing  a  role  vitally  important  to  workers,  the  program  is 
of  equal  value  to  employers.  Without  unemployment  insurance, 
unemployed  workers  may  be  without  income  until  they  find  new  jobs. 
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Although  benefits  replace  only  a  portion  of  lost  wages,  they  go  a  long 
way  toward  maintaining  purchasing  power  and  morale  in  a  community 
when  plants  shut  down.  Payment  of  benefits  to  his  laid-off  workers 
relieves  the  employer  of  the  fear  that  his  labor  force  will  evaporate  as 
his  workers  seek  jobs  with  other  firms  and  in  other  communities  during 
periods  of  temporary  unemployment.  New  businesses  as  well  as 
established  concerns  benefit  from  a  system  which  gives  the  unemployed 
worker  a  chance  to  look  around  for  a  job  for  which  he  is  equipped  and 
assistance  from  a  Nation-wide  system  of  public  employment  offices 
to  aid  him  in  the  search  for  work  with  which  he  may  be  satisfied  as  the 
most  suitable  available.  The  costs  of  providing  these  services  to 
workers  and  employers  are  met  by  the  entire  community,  for  taxes 
on  employers  are  borne  by  the  users  of  the  goods  and  services  they 
produce.  But  the  community  receives  full  value  from  these  costs  in 
preservation  of  labor  skills  and  purchasing  power,  easing  of  pressure 
on  workers  to  move  away  in  search  for  work  during  even  short  spells 
of  unemployment,  and  added  security  for  all  who  are  directly  or 
indirectly  affected  by  the  risk  of  unemployment. 

In  a  period  of  decreasing  employment,  wages,  and  purchasing  power, 
no  other  device  exists  whereby  declining  purchasing  power  can  be 
restored  as  rapidly  and  workers  and  jobs  can  be  brought  together  with 
so  Httle  waste  of  time  and  effort.  Although  unemployment  now  con- 
stitutes a  serious  problem  in  local  areas,  rather  than  on  a  Nation-wide 
scale,  the  employment  security  program  is  in  the  most  strategic  posi- 
tion to  identify  the  areas  where  unemployment  is  rising  and  where 
measures  should  be  taken  by  government,  industry,  and  labor  to 
utilize  available  labor  and  to  keep  unemployment  from  spreading. 
Employment  security  can  never  be  a  cure  for  depression,  but  a  strong 
and  effective  program  can  serve  as  a  brake  on  a  downward  movement 
of  business  activity. 

Despite  its  significant  contribution,  the  effectiveness  of  the  employ- 
ment security  program  has  been  severely  limited  by  a  number  of 
inherent  weaknesses.  Some  of  the  more  important  of  these  were 
singled  out  for  attention  in  the  fall  of  1948  in  the  report  of  the  Senate 
Advisory  Council  on  Social  Security.  Of  first  importance  is  the 
inadequacy  of  coverage,  whereby  only  7  of  every  10  wage  earners  have 
this  insurance  protection  against  loss  of  wages. 

Second,  benefits  have  been  inadequate  both  in  amount  and  in 
duration.  Benefits  have  restored  only  one-third  of  wages  at  a  time 
when  high  prices  have  required  the  use  of  a  large  proportion  of  wages 
for  nondeferrable  necessities,  and  have  been  particularly  inadequate 
for  unemployed  workers  with  family  dependents.  Perhaps  more 
serious  has  been  the  inadequate  duration  of  benefits,  causing  hundreds 
of  thousands  of  workers  to  exhaust  benefits  before  getting  another  job. 
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Third,  harsh  disqualification  and  ehgibility  provisions  and  their 
administration  have  denied  the  protection  of  the  program  to  a  signi- 
ficantly large  proportion  of  the  unemployed  workers — including  those 
who  are  able,  ready,  and  willing  to  work  and  whose  unemployment  is 
due  to  conditions  beyond  their  control. 

Fourth,  the  operation  of  the  program  has  led  to  serious  delays  in 
payments  of  benefits,  especially  interstate  claims.  These  delays 
have  weakened  the  program  by  not  paying  promptly  the  benefits  to 
which  unemployed  workers  are  entitled  under  this  program,  at  the 
time  when  they  need  them  most. 

The  national  interest  in  the  effectiveness  of  the  program  is  imperiled 
by  these  weaknesses.  This  interest  can  be  preserved  only  through  the 
achievement  of  necessary  changes  which  will  make  it  a  more  nearly 
adequate  buttress  for  supporting  the  national  economy  in  a  period  of 
stress. 

Strengthening  the  program  calls  for  improvements  in  several  areas. 
Our  Nation-wide  employment  service  needs  further  improvement  in 
order  to  serve  unemployed  workers  and  employers  more  effectively. 
Statutory  minimum  standards  for  unemployment  insurance  are  neces- 
sary to  increase  the  program's  over-all  effectiveness.  These  would 
assure  more  comprehensive  coverage,  and  payment  of  benefits  in 
amounts  more  closely  related  to  wage  loss  so  as  to  be  more  effective 
in  combating  the  tendency  of  reduced  purchasing  power  to  create 
more  unemployment,  and  for  a  period  long  enough  to  give  protection 
for  the  average  duration  of  unemployment. 

In  addition,  methods  of  financing  should  be  adopted  which  will 
provide  adequate  benefit  funds  in  times  of  high-level  employment 
and  make  it  unnecessary  to  increase  taxes  sharply  when  business 
activity  declines  and  will  ensure  adequate  funds  for  administration 
when  work  loads  fluctuate  sharply.  The  program  should  also  ensure 
that  benefits  are  paid  only  to  workers  who  are  involuntarily  unemployed 
regardless  of  employer  responsibility  for  their  unemployment;  on  the 
other  hand,  that  disqualifications  do  not  reduce  benefit  protection  or 
withhold  benefits  for  refusal  to  accept  work  where  this  will  under- 
mine labor  standards  and  not  give  the  worker  an  opportunity  to 
utilize  his  acquired  skills.  At  the  same  time,  the  program  should 
provide  safeguards  against  malingering  and  encourage  workers  to  take 
available  and  generally  acceptable  jobs. 

Finally,  more  nearly  adequate  financial  resources  should  be  made 
available  for  program  planning  and  research,  to  anticipate  future 
developments  and  to  chart  a  desirable  course  of  action  before  emergency 
measures  become  necessary.  Thus  far,  research  has  been  inadequate 
in  such  fields  as  counseling  and  testing,  coverage  of  excluded  groups, 
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organization  and  management  of  local  offices,  occupational  analysis, 
financial  solvency,  and  interstate  benefit  and  appeals  problems,  where 
the  changing  character  of  the  labor  market  and  the  growing  size 
of  the  program  necessitates  continuing  analysis  of  trends  and 
developments. 

Employment  Service 

A  Nation-wide  system  of  public  employment  offices  has  been  in 
operation  since  1933  under  the  Wagner-Peyser  Act,  as  amended, 
designed  to  provide  an  organized  method  of  bringing  jobs  and  job- 
seekers  together.  Since  1942,  when  the  United  States  Employment 
Service  became  a  part  of  the  War  Manpower  Commission,  the  pro- 
visions of  the  Wagner-Peyser  Act  for  financing  State  employment 
office  operations  through  Federal  matching  of  State  funds  have  been 
suspended.  Administration  of  State  employment  services,  like 
administration  of  State  unemployment  insurance  programs,  has 
been  financed  entirely  by  Federal  grants.  In  1945,  the  United  States 
Employment  Service  was  transferred  to  the  Department  of  Labor, 
and  since  July  1,  1948,  the  national  direction  of  the  employment 
service  and  the  unemployment  insurance  functions  has  been  coordi- 
nated and  integrated  in  the  Bureau  of  Employment  Security. 

FINANCING 

It  is  recommended  that  the  provisions  of  the  Wagner-Peyser  Act 
providing  for  State  matching  of  Federal  grants  for  the  employment 
service  be  repealed  and  provison  be  made  for  financing  the  State 
employment  services  entirely  from  Federal  funds.  If  Congress  ap- 
proves the  recommendation  that  the  proceeds  of  the  Federal  unem- 
ployment tax  be  automatically  appropriated  to  the  Federal  unemploy- 
ment account,  it  is  recommended  that  grants  be  authorized  from  that 
account  for  State  employment  services,  as  well  as  from  general  funds 
of  the  Treasury  to  the  extent  necessary  for  proper  and  efficient 
administration. 

FOREIGN  FARM  LABOR 

While  maintaining  the  provisions  for  an  identifiable  farm  placement 
service  as  well  as  for  a  special  employment  service  for  veterans,  the 
continuing  need  for  recruitment  of  foreign  farm  labor,  especially  for 
harvesting  seasonal  crops,  makes  it  desirable  to  give  the  Biu-eau 
express  authority  to  obtain  foreign  labor  at  any  time  when  it  finds 
it  necessary  to  supplement  the  domestic  labor  supply  because  of  labor 
shortages. 
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EXTENSION  OF  SERVICE  TO  PUERTO  RICO  AND  VIRGIN  ISLANDS 

It  is  also  recommended  that  the  Bureau  of  Employment  Security- 
be  authorized  to  make  grants  for  the  cost  of  the  establishment  and 
maintenance  of  employment  service  in  Puerto  Rico  and  the  Virgin 
Islands.  At  present,  only  a  Veterans  Placement  Service  for  Puerto 
Rico  is  in  operation.  This  service  is  federally  operated,  and  it  is 
recommended  that  the  Puerto  Rico  and  the  Virgin  Islands  services 
be  placed  on  the  same  basis  as  the  State  employment  services. 

Unemployment  Insurance 

In  addition  to  these  recommended  changes  in  the  statutory  basis  of 
the  employment  service  program,  the  Social  Security  Administration 
regards  improvements  in  the  Federal  legislation  underlying  the 
unemployment  insurance  program  as  vital. 

COVERAGE 

While  unemployment  averaged  about  3.2  million  during  the  first 
6  months  of  1949,  less  than  two-thirds  of  this  number,  on  the 
average,  or  2.1  million,  were  protected  by  State  and  railroad  unem- 
ployment insurance  programs;  an  additional  500,000  were  protected 
by  the  veterans'  readjustment  allowance  program.  Most  of  the 
remaining  unemployed,  unprotected  against  wage  loss  due  to  loss  of 
work,  were  in  employments  not  covered  by  the  program,  though  some 
were  new  entrants  to  the  labor  market,  and  others  had  exhausted 
their  benefit  rights  before  they  could  get  new  jobs  or  return  to  their 
former  employment.  For  example,  of  the  nearly  $12  million  of 
wages  lost  due  to  unemployment  experienced  by  9,300  workers  in 
Muskegon,  Michigan,  during  the  first  5  months  of  1949,  $4.8  million 
was  incurred  by  3,800  workers  who  had  been  in  noncovered  employ- 
ment or  had  already  exhausted  their  benefit  rights;  consequently  none 
of  their  wage  loss  was  compensated  by  unemployment  insurance. 

Extension  of  coverage  to  the  areas  of  employment  that  present  no 
substantial  legal  or  administrative  difficulties — namely,  to  employment 
by  small  firms,  by  nonprofit  organizations,  and  by  the  Federal  Govern- 
ment, and  to  certain  agricultural  employments — would  increase 
cov^erage  by  over  7  million. 

While  the  present  Federal  Unemployment  Tax  Act  follows  provi- 
sions adopted  in  1935  and  still  covers  only  employers  of  eight  or  more 
workers  in  commerce  and  industry,  29  States  have  extended  coverage 
of  their  program  beyond  this  point,  and  17  cover  some  firms  with  one 
worker;  only  six  have  eliminated  both  pay-roll  and  length-of-employ- 
ment  requirements  and  thus  cover  all  employers  of  one  worker  at  any 
time.    All  except  five  of  the  States  which  do  not  cover  employers  of 
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one  or  more  have  legal  provisions  for  covering  all  firms,  regardless  of 
size,  which  are  covered  by  Federal  law. 

Extension  of  the  coverage  of  the  Federal  act  to  employers  of  one  or 
more  workers  is  generally  regarded  as  long  overdue.  The  experience 
of  the  17  States  now  covering  small  firms  has  clearly  indicated  that 
the  original  concern  regarding  administrative  difficulties  in  collection 
of  taxes  and  benefit  payments  has  not  been  substantiated.  Such 
extension  of  coverage  would  add  about  3.5  million  workers  to  those 
already  protected  by  unemployment  insurance. 

Nonprofit  groups. — Unemployment  insurance  protection  should 
also  be  extended  to  employees  of  nonprofit  institutions,  except  clergy- 
men, and  members  of  religious  orders  and  part-time  workers  whose 
earnings  do  not  exceed  a  nominal  amount  in  a  calendar  quarter.  Such 
action  was  also  stronglyrecommendedby  the  Senate  Advisory  Council 
on  Social  Security. 

Printers  and  office  workers  in  religious  and  university  pubhshing 
houses,  cooks  and  laundresses  in  hospitals,  and  office  and  custodial 
employees  of  schools  perform  the  same  jobs,  have  the  same  employer- 
worker  relationships,  and  have  the  same  need  for  unemployment  in- 
surance protection  as  other  workers.  Recognizing  the  fact  that  such 
workers  are  exposed  to  the  risk  of  unemployment  equally  with  those 
doing  similar  work  in  private  employment,  at  least  four  States  have 
covered  part  of  the  nonprofit  group,  and  Hawaii  covers  substantially 
all  such  workers.  It  is  apparent,  however,  that  the  move  toward 
broadened  State  coverage  of  such  workers  has  slackened  recently  in 
the  absence  of  Federal  action,  and  that  further  piecemeal  coverage 
cannot  be  expected  until  the  Federal  act  covers  such  employment. 
Employer-employee  relationship. — In  its  last  report,  the  Social  Se- 
curity Administration  recommended  that  Congress  reconsider  the 
action  taken  in  passing  Pubhc  Law  642,  which  substituted  the  narrow 
common-law  control  test  as  the  basis  for  determining  employer-em- 
ployee relationships  under  the  Federal  Unemployment  Tax  Act  for 
the  broader  test  of  employee  status  laid  down  in  recent  Supreme 
Court  decisions.  This  recommendation  was  based,  in  part,  on  the 
anticipation  that  the  States,  most  of  which  had  employed  a  broader 
test,  might  narrow  their  existing  definitions  and  interpretations. 
Unfortunately,  State  acton  has  borne  out  this  apprehension,  for  three 
States  already  have  restricted  their  coverage  in  this  direction.  The 
desirability  of  reconsideration  is,  therefore,  all  the  more  important, 
lest  State  coverage,  formerly  broader  than  the  Federal  act,  be  further 
restricted. 

Maritime  employment.— 'During  July  1949,  the  Congress  extended 
for  a  year  the  temporary  program  of  reconversion  unemployment 
benefits  for  seamen.    With  the  termination,  in  June  1949,  of  shipping 
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operated  by  the  Maritime  Commission,  the  need  for  this  program  will 
virtually  have  ceased  by  July  1950.  However,  if  the  Maritime  Com- 
mission should  cause  seamen  to  be  employed  on  this  basis  in  the  future, 
it  would  be  preferable  to  have  them  protected  by  the  State  laws  rather 
than  by  special  Federal  legislation. 

As  in  1948,  the  need  continues  for  additional  responsibility  to  be 
vested  in  the  Federal  Government  to  ensure  that  maritime  workers 
covered  by  State  laws  are  afforded  equality  of  protection  with  other 
workers.  No  Federal  agency  has  authority  to  administer  those  pro- 
visions of  the  Social  Security  Act  which  permit  the  States  to  tax  mari- 
time service  but  specify  that  maritime  service  should  be  treated  like 
other  employment  subject  to  State  laws,  with  respect  to  wage  credits 
earned  by  employees.  Nor  has  any  administrative  sanction  been 
provided  if  this  condition  is  not  met.  As  in  the  preceding  year,  two 
States  treat  the  wage  credits  of  maritime  workers  differently  from 
those  of  other  workers,  and  two  States  apply  more  restrictive  disquali- 
fication provisions  to  maritime  workers.  To  carry  out  the  express 
intent  of  Congress  that  maritime  workers  are  not  discriminated  against, 
responsibility  for  assuring  that  this  is  accomplished  by  the  States 
should  be  made  a  condition  of  Federal  tax-offset  credit  and  the  granting 
of  administrative  funds. 

Federal  employment. — While  Federal  employees  are  commonly  re- 
garded as  less  subject  to  the  risk  of  unemployment  than  private  em- 
ployees, turn-over  among  Federal  workers  is  similar  to  that  in  many 
manufacturing  industries  whose  need  for  unemployment  insurance 
protection  is  not  questioned.  During  the  12  months  ended  May  31, 
1949,  for  example,  the  average  monthly  separation  rate  for  Federal 
employees  was  2.5  percent,  the  same  as  for  workers  manufacturing 
chemical  and  allied  products,  and  only  shghtly  below  that  of  the  paper 
manufacturing  industry,  which  averaged  3.1  percent.  Abohtion  of 
Federal  agencies,  completion  of  temporary  jobs,  and  staff  reductions 
due  to  appropriation  cuts  make  the  risk  of  unemployment  a  real  threat 
to  the  security  of  Federal  workers  and  their  families.  Consideration 
of  these  factors  led  the  Senate  Advisory  Council  on  Social  Security 
to  recommend  immediate  extension  of  unemployment  insurance  pro- 
tection to  Federal  employees.  Similarly,  young  men  released  from 
mihtary  enlistments  or  Selective  Service  training  face  the  possibility 
of  unemployment  and  have  no  unemployment  insurance  protection. 

The  Social  Security  Administration,  therefore,  strongly  recommends 
extension  of  unemployment  insurance  to  former  Federal  workers  and 
ex-servicemen  under  a  system  which  would  assure  them  of  the  same 
protection,  under  the  law  of  the  State  in  which  they  performed  Federal 
service,  as  though  their  employment  or  military  service  were  subject 
to  State  law,  provided  the  State  law  meets  minimum  standards  of 
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adequacy.  It  also  recommends  that  the  Administrator  be  authorized 
to  enter  into  agreements  with  State  employment  security  agencies  for 
the  payment  of  benefits  to  such  workers,  with  the  Federal  Govern- 
ment bearing  the  cost,  or,  failing  such  agreement,  to  authorize  the 
Administrator  to  pay  the  benefits  directly,  on  the  basis  of  the  appro- 
priate State  law. 

Other  groups.— While  the  Social  Security  Administration  continues 
to  regard  it  as  desirable  to  delay  extending  unemployment  insurance 
coverage  to  all  agricultural  workers  until  some  experience  becomes 
available  under  old-age  and  survivors  insurance  or  through  State 
experimentation,  such  exception  should  be  restricted  to  bona  fide 
agricultural  labor.  Under  the  present  definition  of  agricultural  labor 
in  the  Internal  Revenue  Code,  more  than  200,000  workers  employed 
in  packing  and  processing  fruit  and  vegetable  products  are  excluded. 
They  are  engaged  in  work  essentially  similar  to  those  in  fruit  and 
vegetable  canneries  who  have  unemployment  insurance  and,  therefore, 
they  are  discriminated  against  by  the  present  exclusion.  Several 
States,  and  California  in  particular,  limit  the  exclusion  of  agricultural 
labor  to  service  performed  for  the  owner  or  tenant  of  a  farm  as  an 
incident  to  ordinary  farming  operations;  the  California  law  thus 
covers  over  40,000  workers  engaged  in  activities  excluded  by  Federal 
legislation. 

The  Social  Security  Administration  recommends  extension  of  cover- 
age to  employment  in  packing,  sorting,  or  processing  agricultural  or 
horticultural  products  except  when  carried  on  as  incidental  to  ordinary 
farming  operations.  The  Senate  Advisory  Council  recommended, 
as  an  initial  step  toward  complete  coverage  of  agricultural  labor,  that 
coverage  be  extended  at  this  time  to  farmers  employing  at  least  five 
workers  in  packing  and  processing  work  in  each  of  4  weeks  during  the 
year.  Such  services  would  be  covered  without  exception  when  per- 
formed off  the  farm  where  the  products  are  grown.  This  desirable 
first  step  would  extend  coverage  to  large-scale  activities  which  are 
clearly  of  a  commercial  and  industrial  character.  In  addition,  cover- 
age is  recommended  of  services  in  the  production  or  harvesting  of 
maple  sirup,  mushrooms,  or  naval  stores  and  in  hatching  of  poultry; 
in  cotton  ginning;  or  labor  in  connection  with  irrigation.  Extension 
of  coverage  to  these  groups  of  fringe  agricultural  workers  would  affect 
400,000  workers. 

In  accordance  with  a  similar  recommendation  regardmg  the  employ- 
ment service,  it  is  recommended  that  the  provisions  of  the  Federal 
Unemployment  Tax  Act  be  extended  to  Puerto  Rico;  Puerto  Rico 
should  be  defined  as  a  State  for  the  purpose  of  grants  for  the  admin- 
istration of  approved  unemployment  msurance  systems. 


104  Annual  Report,  Federal  Security  Agency,  1949 

BENEFITS 

During  the  past  12  years,  the  benefits  provided  unemployed 
workers  under  State  unemployment  insurance  laws  have  been  liberal- 
ized considerably,  as  noted  above.  These  higher  potential  rights, 
however,  have  been  accompanied  by  increases  in  requirements  which 
restrict  the  higher  benefits  to  a  minority  of  workers  with  regular 
employment  at  high  wages,  and  sharply  limit  workers'  protection 
during  periods  of  increasing  unemployment.  State  laws  which 
require  annual  earnings  of  $2,950  and  even  $3,400  in  order  to  obtain 
maximum  benefits  in  effect  deny  their  fullest  protection  to  workers 
whose  need  is  greatest. 

Rising  unemployment  has  focused  attention  upon  other  inade- 
quacies of  current  benefits.  Benefits  have  barely  kept  pace  with  the 
rise  in  prices  and  the  standard  of  living.  Few  workers  who  depend 
on  wages  and  salaries  for  a  living  are  able  to  put  funds  aside  to  carry 
them  over  even  short  periods  of  unemployment,  after  taking  care  of 
nondeferrable  expenses.  According  to  recent  Federal  Reserve  Board 
data,  of  the  families  with  1948  incomes  between  $1,000  and  $3,000 
(representing  two-fifths  of  all  families  in  that  year),  38  percent  had 
no  liquid  assets  in  early  1949.  The  vital  part  that  unemployment 
insurance  has  been  playing  in  the  budgets  of  millions  of  workers  since 
the  fall  of  1948  has  highlighted  the  hardships  suffered  by  unemployed 
workers,  whose  benefits  average  only  about  a  third  of  their  former 
wages.  As  a  consequence,  the  Social  Security  Administration  recom- 
mends that  the  Social  Security  Act  place  a  floor  under  weekly  benefits 
and  their  duration. 

Qualifying  requirements. — Qualifying  requirements  today  have  risen 
in  some  States  to  the  point  of  requiring  a  worker  to  earn  as  much  as 
$600  in  the  base  year,  to  be  eligible  for  any  benefits.  These  require- 
ments exclude  many  low-wage  workers  with  regular  attachment  to 
the  labor  market  who  may  have  experienced  so  much  recent  unem- 
ployment as  to  be  denied  protection,  just  at  the  time  when  they  most 
need  it.  This  situation  should  be  remedied  by  Federal  standards 
that  States  may  not  require  qualifying  earnings  by  a  worker  of  more 
than  30  times  his  weekly  benefit  amount,  or  alternatively  not  more 
than  one  and  one-half  times  his  highest  quarterly  earnings,  or 
finally,  earnings  in  not  more  than  20  weeks  of  the  base  period. 
Since  all  but  13  States  have  no  higher  qualifying  requirements  than 
these,  few  State  laws  would  have  to  be  changed  in  order  to  meet  the 
suggested  standards. 

Weekly  benefit  amount. — While  the  $19.91  average  weekly  benefit 
in  1949  was  almost  twice  as  high  as  in  1940,  the  average  weekly 
amount  in  January-March  1949  was  worth  only  $11.78  in  1935-39 
dollars.     In  addition,  while  benefits  have  increased  by  $9.35  since 
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Chart   15. — UNEMPLOYMENT  BENEFITS   IN   RELATION  TO  WAGES 

Ratio   (percent)   of   average  weekly   benefit   to    average   weekly    wage   in   covered 

employment,  January— March  1949 
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1  Massachusetts  ratio  based  on  July-September  1948  data. 
>  Includes  Alaska  and  Hawaii. 
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1940,  the  average  wages  on  which  these  benefits  are  based  have  gone 
up  by  more  than  $25.  As  a  result,  average  benefits,  which  represented 
37  percent  of  average  wages  in  October-December  1940,  dropped  to 
33.2  percent  in  October-December  1948.  In  May  1949,  when  aver- 
age weekly  benefits  of  $20.08  were  exactly  one-third  of  average  covered 
wages  for  the  Nation  as  a  whole,  average  benefits  were  less  than  30 
percent  of  average  wages  in  18  States,  and  over  40  percent  in  only  4 
States.  The  higher-than-average  benefits  for  workers  with  depend- 
ents paid  m  five  States  represented  greater  proportions  of  wages 
which  are  necessary  to  bridge  the  higher  proportion  of  earnings  spent 
on  nondeferrable  expenses  in  larger  families.  Higher  maximums 
than  are  now  in  effect  are  especially  important  to  prevent  continued 
mequities  if,  as  recommended  elsewhere,  the  taxable  wage  base  is 
raised  from  $3,000  to  $4,800  per  year.  Since  average  weekly  bene- 
fits have  fallen  far  below  the  50  percent  of  average  weekly  wages 
which  was  accepted  as  desirable  at  the  beginning  of  the  program,  the 
Social  Security  Administration  recommends  minimum  benefit  stand- 
ards of  State  laws,  designed  to  assure  that  such  benefits  are  adequate, 
in  relation  to  workers'  accustomed  earnings,  to  meet  their  nonde- 
ferrable needs. 

This  objective  can  be  achieved  if  weekly  benefits  for  a  worker  with- 
out dependents  are  computed  as  50  percent  of  his  weekly  wages,  up  to 
a  maximum  of  at  least  $30,  and  additional  amounts  for  up  to  three 
dependents,  in  the  form  of  a  percentage  of  the  basic  weekly  benefit 
amount,  with  a  maximum  designed  to  ensure  that  benefits  are  less 
than  take-home  pay.  The  maximum  weekly  amount  is  conservative 
in  terms  of  the  desirable  50-percent-of-earnings  standard. 

By  graduating  the  allowances  for  workers  with  different  numbers 
of  dependents,  the  benefits  are  fitted  to  the  needs  of  different-sized 
families.  The  proposed  standard  would  require  allowances  only  for 
the  first  three  dependents  in  the  family,  but  the  five  States  which 
now  pay  allowances  for  more  than  three  dependents  could  continue 
to  do  so. 

No  standard  should  require  benefits  for  three  or  more  dependents 
as  high  as  those  now  provided  in  a  few  State  laws.  In  Michigan,  for 
example,  the  maximum  benefit  payable  may  be  as  high  as  98  percent 
of  weekly  wages,  and  in  Massachusetts,  100  percent.  These  States,  of 
course,  could  continue  to  pay  these  higher  benefits. 

Duration.— In  June  1949,  43  States,  with  73  percent  of  the  covered 
population,  provided  a  maximum  benefit  duration  of  20  to  26  weeks. 
In  only  15  States,  however,  do  these  higher  maximums  apply  to  all 
eligible  workers;  in  the  others,  an  unemployed  worker's  duration  of 
benefits  depends  upon  the  amount  of  his  prior  earnings  or  the  length 
of  his  prior  employment.     One  of  every  5  workers  unemployed  dur- 
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ing  the  week  ending  June  11,  1949,  had  been  out  of  work  for  15  weeks 
or  longer — three  times  as  many  as  in  the  last  months  of  1948.  The 
need  for  more  adequate  duration  is  shown  by  the  increasing  rate  at 
which  workers  have  been  exhausting  their  benefit  rights.  About  30 
percent  of  all  beneficiaries  in  fiscal  year  1949  exhausted  their  benefit 
rights  before  they  were  reemployed,  and  more  than  40  percent  of  the 
beneficiaries  in  19  States  exhausted  benefits  during  benefit  years 
which  ended  during  April-June  1949.  If  the  program  is  designed  to 
provide  security  during  involuntary  unemployment,  duration  of  bene- 
fits must  be  long  enough  to  meet  the  requirements  of  those  who  are 
able  and  willing  to  work,  and  seeking  employment. 

The  Social  Security  Administration  therefore  recommends,  as  a 
minimum  benefit  standard,  that  all  insured  individuals  be  entitled  to 
at  least  26  weeks  of  benefits  if  their  unemployment  extends  for  so  long 
a  period.  WhUe  only  New  York's  benefits  are  at  this  level,  all  States 
are  in  a  financial  position  to  provide  such  duration,  if  the  Federal 
reinsurance  plan  recommended  elsewhere  is  adopted. 

DISQUALIFICATIONS 

State  disqualification  provisions  have  seriously  affected  the  ade- 
quacy of  the  protection  of  the  program,  for  the  liberalized  benefit 
provisions  are  of  no  avail  to  workers  who  are  disqualified  from 
receiving  any  benefits.  As  the  Senate  Advisory  Council  pointed  out, 
present  disqualification  provisions  deny  benefits  to  workers  who  are 
genuinely  unemployed  through  no  fault  of  their  own  and  are  ready, 
willing,  and  able  to  accept  suitable  work. 

In  1937,  only  seven  States  provided  for  outright  cancellation  or 
reduction  of  a  worker's  benefit  rights  for  the  three  principal  disquali- 
fications. Today,  however,  all  but  13  States  cancel  or  reduce  benefit 
rights  for  these  or  other  special  disquahfying  causes.  Such  provisions 
depart  sharply  from  the  concept  that  disqualifications  should  prevent 
payment  of  benefits  to  a  worker  for  periods  when  his  unemployment 
is  due  to  his  own  acts,  for  they  penalize  hun  by  complete  loss  of 
unemployment  insurance  protection.  This  is  true,  as  well,  for  provi- 
sions which  postpone  benefits  for  the  entire  duration  of  a  worker's 
unemployment  following  his  disqualifying  act,  or  until  he  has  been 
reemployed  for  a  given  number  of  weeks  or  has  earned  a  given  amount 
of  wages.  The  latter  provisions  seriously  undermine  the  program's 
protection  in  periods  such  as  the  present,  when  job  opportunities  are 
scarce  in  many  localities. 

With  respect  to  voluntary  quitting,  10  States  disquahfy  for  the 
duration  of  the  unemployment,  32  States  for  more  than  4  weeks,  and 
nine  for  4  weeks  or  less;  17  States  cancel  or  reduce  the  benefit  rights 
of  disqualified  claimants.     In  18  States,  good  cause  is  restricted  to 
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good  cause  attributable  to  the  employment  or  connected  with  the 
work,  thus  excluding  good  personal  reasons  for  quitting  as  good 
cause.  For  example,  a  man  who  has  to  quit  his  job  because  housing 
difficulties  force  him  to  move  to  another  location  or  another  city 
would  be  disqualified  from  benefits. 

Equally  undesirable  is  the  increasing  tendency  to  deny  benefits  to 
workers  who  are  forced  to  leave  their  work  because  of  family  obliga- 
tions. This  is  illustrated  in  the  disqualification  of  a  woman  who 
left  her  job  because  her  husband,  a  disabled  veteran,  had  to  move  to  a 
more  temperate  climate  for  health  reasons.  The  disqualification  was 
imposed  because  her  quitting  was  found  to  be  due  to  marital  obliga- 
tions; had  she  left  because  of  her  own  health,  benefits  could  have  been 
paid.  Yet,  failure  to  leave  because  of  the  pressure  of  the  disqualifi- 
cation provision  would  have  conflicted  with  the  legal,  moral,  and 
religious  obligations  which  support  family  ties. 

The  increasing  trend  toward  requiring  all  workers  to  make  an 
independent  search  for  work,  in  addition  to  registration  for  work  at 
the  local  employment  office,  is  especially  unrealistic  in  many  localities 
where  job  opportunities  are  unfavorable.  The  application  of  this 
requirement,  based  upon  legal  provisions  or  interpretations  in  45 
States,  has  resulted  in  requiring  all  claimants  in  some  States  or 
localities  to  give  evidence  of  "actively  seeking  work,"  without  regard 
for  labor-market  conditions  or  job  opportunities  available  through 
the  employment  service.  During  British  experience  with  a  similar 
provision,  employers  were  annoyed  by  personal  visits  from  applicants 
who  requested  some  written  proof  of  their  applications  for  work ;  this 
led  to  repeal  of  the  requirement.  The  employment  service  can  and 
should  direct  claimants  to  job  opportunities  which  may  not  be  avail- 
able through  the  employment  office  itself,  but  the  claimant's  own 
efforts  should  be  related  to  what  the  local  office  can  do  for  him, 
which  will  vary  with  his  age  and  occupation,  with  labor-market 
conditions,  and  other  factors.  Uncontrolled  application  of  this 
provision  may  have  serious  effects  upon  the  relations  between  em- 
ployers and  the  employment  service,  where  it  is  used  as  a  major 
recruitment  source;  in  addition,  by  requiring  skilled  workers  to  seek 
unskilled,  low-paid  work,  it  may  tend  to  lower  existing  standards  of 
wages  and  working  conditions.  Since  most  people  who  work  in 
order  to  make  a  living  seek  jobs  when  unemployed  because  of  economic 
necessity  as  well  as  social  and  psychological  pressures,  the  need  for 
such  a  requirement  appears  highly  questionable. 

The  Social  Security  Administration  recommends  that  the  States 
reexamine  these  provisions  to  determine  the  necessity  of  such  require- 
ments in  the  light  of  their  effects  upon  the  labor  market  and  the  labor 
standards  which  the  program  was  designed  to  protect. 
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The  Social  Security  Administration  also  recommends  with  respect 
to  voluntary  leaving,  discharge  due  to  misconduct,  and  refusal  to 
accept  suitable  work,  that  a  maximum  disqualification  period,  such  as 
4  or  6  weeks'  postponement  of  benefits  in  addition  to  the  waiting 
period,  be  made  a  standard  for  approval  of  State  laws;  a  longer  period 
might  well  be  imposed  in  cases  of  willful  misrepresentation  in  order  to 
obtain  benefits.  A  4-week  period  would  suffice  to  assure  that  benefits 
are  not  paid  for  unemployment  due  to  a  worker's  act  in  refusing  or 
leaving  suitable  work  without  good  cause  or  in  being  discharged  for 
misconduct.  It  can  reasonably  be  assumed  that  a  worker's  unemploy- 
ment beyond  that  period  is  due,  not  to  the  reasons  for  his  separation 
from  or  refusal  of  work,  but  to  conditions  of  the  labor  market.  If  he 
continues  to  be  unemployed,  no  social  purpose  is  served  by  reducing 
his  benefits  or  postponing  his  payments  any  longer.  In  our  free- 
enterprise  economy,  these  standards  would  help  to  assure  that  the 
program  protects  the  freedom  of  the  individual  to  move  from  job  to 
job  when  doing  so  would  improve  his  standard  of  living. 

In  addition,  it  is  recommended  that,  as  a  condition  of  approval  of 
State  laws,  the  present  labor-dispute  disqualification  provisions  in  the 
State  laws  be  modified  to  exclude  lock-outs  from  their  application. 
The  laws  of  seven  States  exclude  from  disqualification  unemployment 
due  to  lock-outs.  Since  lock-outs  occur  when  employers  attempt  to 
enforce  changes  in  wages  or  working  conditions  by  cutting  off  work 
opportunities  from  their  employees,  workers  should  not  be  placed 
under  pressure  of  losing  their  benefit  rights  for  refusing  to  continue  to 
work  under  changed  conditions. 

FINANCING    MORE   ADEQUATE   BENEFITS 

The  rise  in  the  volume  of  unemployment  and  the  consequent  in- 
crease in  benefit  expenditures  during  the  fiscal  year  have  focused 
renewed  interest  on  the  financing  of  the  program.  While  benefits  in 
the  fiscal  year  1948  amounted  to  only  three-fourths  of  collections,  in 
1949  benefits  exceeded  collections  by  20  percent.  Recent  experience 
has  emphasized  the  variation  in  financial  experience  of  the  individual 
State  funds  and  raised  questions  as  to  the  adequacy  of  the  economic 
structure  of  individual  States  as  a  base  for  financing  unemployment 
insurance  without  levying  taxes  at  considerably  higher  rates  than 
neighboring  States  find  necessary. 

When  the  program  was  established,  a  basic  State  contribution  rate 
of  2.7  percent  was  thought  necessary  to  finance  benefit  requirements 
over  a  complete  business  cycle.  Substantial  reserves  now  exist  to  the 
credit  of  all  States  despite  the  continued  decline  in  State-wide  average 
contribution  rates  since  1941  through  the  operation  of  experience 
rating,  and  the  increase  in  weekly  benefit  amounts  and  duration  of 
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benefits.  Fund  balances,  which  stood  at  less  than  $2  billion  on 
December  31,  1940,  had  risen  to  $7.39  billion  by  June  30,  1948,  and 
declined  to  $7.31  billion  by  June  30,  1949. 

State  experience  has  indicated  that  unemployment  insurance  is  less 
costly  than  was  believed  when  the  program  was  initiated.  Under  a 
uniform  Nation-wide  unemployment  insurance  system,  with  deposit 
of  all  contributions  in  a  single  fund,  the  system  could  be  adequately 
financed  with  lower  employer  contribution  rates  than  would  be  neces- 
sary if  separate  reserve  funds  are  maintained  for  each  State  under  a 
continuation  of  the  present  Federal-State  system.  Not  only  are 
reserves  of  vastly  differing  amounts  accumulated  in  individual  State 
funds  but,  in  many  cases,  the  size  of  these  reserves  bears  no  logical 
relation  to  the  financial  needs  of  the  individual  State  systems. 

To  assure  that  State  financing  arrangements  will  not  require  unduly 
increased  contribution  rates  just  at  the  time  when  benefit  outlays  in- 
crease, as  they  do  at  present,  the  Social  Security  Administration  recom- 
mends permanent  and  adequate  provision  for  making  Federal  funds 
available  to  the  States  when  their  funds  run  low.  The  existing  excess 
of  collections  under  the  Federal  unemployment  tax  over  expenditures 
for  State  administration,  which  has  now  accumulated  to  more  than  a 
billion  dollars,  should  form  the  basis  for  appropriation  to  a  reinsurance 
fund,  from  which  States  could  draw  funds  when  they  are  needed. 
To  such  initial  amounts  as  are  appropriated  would  be  added  each 
year's  excess  of  collections  under  the  Federal  Unemployment  Tax 
Act  over  grants  for  State  administrative  costs.  Such  funds  should 
be  made  available  as  an  outright  grant,  rather  than  on  a  loan  basis, 
under  conditions  which  will  protect  the  interest  of  the  Federal 
Government. 

The  limited  loan  fund  provisions  in  the  present  Social  Security 
Act,  which  provide  advances  to  States  in  financial  difficulties,  are 
inadequate  in  that  they  merely  defer  the  date  when  States  must  levy 
higher  contributions  to  meet  benefit  liabilities.  High-cost  States 
have  hesitated  to  provide  adequate  benefit  for  fear  that  their  funds 
might  become  bankrupt  when  benefit  expenditures  began  to  mount. 

The  need  for  such  reinsurance  is  further  indicated  by  the  wide 
variation  in  unemployment  insurance  costs  from  State  to  State. 
CaUfornia,  Michigan,  Massachusetts,  and  Rhode  Island,  for  example, 
have  high  benefit  costs  in  relation  to  pay  rolls  even  in  periods  of 
high  employment,  while  Delaware,  the  District  of  Columbia,  Hawaii, 
and  Wisconsin  have  very  low  rates  of  benefit  expenditures.  These 
cost  differences  would  be  greatly  accentuated  if  the  country  should 
experience  an  economic  depression.  During  the  past  year,  benefit 
expenditures  ranged  from  as  much  as  4.7  percent  of  taxable  wages  in 
Rhode  Island  to  as  little  as  0.3  percent  in  Texas. 
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As  a  means  of  assuring  greater  equity  between  employers  in  the 
application  of  the  tax,  the  amount  of  wages  subject  to  taxes  should  be 
increased  from  $3,000  to  $4,800  per  year;  in  addition,  wages  should  be 
defined  so  as  to  include  gratuities  from  other  than  the  worker's 
employer. 

Since  1939,  when  the  wage  limit  was  set  at  $3,000,  wages  have 
increased  substantially;  while  only  3  percent  of  the  covered  workei-s 
earned  $3,000  or  over  in  1939,  in  1947  18  percent  did  so.  Continua- 
tion of  the  $3,000  wage  base,  as  wages  increase,  means  that  a  progres- 
sively smaller  portion  of  the  pay  roll  is  taxable  and  a  substantial  loss 
of  income  to  the  State  results.  While  the  Senate  Advisory  Council 
recommended  that  the  wage  base  be  increased  to  $4,200,  it  recognized 
this  figure  as  conservative,  pointing  out  that  a  $4,800  limitation  would 
take  fuller  account  of  increased  wages  a  ad  prices. 

The  proposed  change  with  respect  to  tips  is  designed  to  remove 
inequities  faced  by  the  workers  who  get  part  or  all  of  their  com- 
pensation in  this  form;  in  1949  tips  amounted  to  about  $500  million. 
Since  the  benefit  rights  of  many  of  these  workers  are  now  reduced  by 
about  40  percent  because  tips  are  omitted,  and  19  States  are  collecting 
contributions  on  tips,  there  is  good  reason  to  remedy  this  inequity. 

Financing  Administrative  Costs 

In  enacting  the  Social  Security  Act,  Congress  recognized  the  national 
character  of  the  problem  of  unemployment  and  the  need  for  active 
Federal  participation  in  measures  for  alleviating  its  hardships. 
Experience  with  inadequate  and  uneven  administration  of  State 
workmen's  compensation  laws  and  other  State  labor  legislation,  in- 
cluding public  employment  services,  led  Congress  to  provide  for 
100-percent  Federal  financing  of  State  administration  of  unemploy- 
ment insurance  programs.  This  provision  was  to  assure  that  all 
States — large  or  small,  agricultural  or  industrial,  rich  or  poor — would 
have  the  funds  needed  to  comply  with  Federal  legislation  and  that  the 
national  interest  in  the  program  would  be  preserved.  Although  the 
process  of  granting  funds  to  the  States  has  not  always  functioned  to  the 
complete  satisfaction  of  everyone  concerned,  it  is  generally  agreed  that 
the  basis  for  allocating  available  funds  among  the  States  requires  no 
radical  changes.  The  difficulties  which  have  arisen  have  centered 
primarily  around  the  adequacy  of  the  funds  available  for  programs 
which  are  extremely  sensitive  to  changes  in  the  Nation's  economic 
climate  and  whose  costs  have  risen  sharply  since  the  end  of  the  war. 

Revenues  from  the  Federal  unemployment  tax  of  0.3  percent  of  pay 
rolls  designed  to  cover  administrative  costs  have  been  greater  than  the 
amounts  appropriated  for  this  purpose.     Since  1938,  in  fact,  State 
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administrative  costs  have  amounted  to  only  0.2  percent  of  pay  rolls 
and  the  accumulated  balance  exxeeded  $1  bilHon  on  June  30,  1949. 
Under  present  legislation,  the  proceeds  of  the  tax  go  into  the  general 
funds  of  the  Treasury  and  the  appropriations  for  meeting  administra- 
tive costs  come  from  the  same  source.  This  procedure  differs  from 
the  method  established  by  Congress  for  financing  administrative  costs 
of  old-age  and  survivors  insurance  and  of  the  programs  for  railroad 
retirement  and  railroad  unemployment  and  disability  insurance.  In 
old-age  and  survivors  insurance,  for  example,  all  the  proceeds  of  the 
taxes  are  automatically  appropriated  to  the  trust  fund,  and  all 
administrative  costs  are  met  from  this  fund. 

To  make  administrative  funds  available  on  a  more  effective  basis  in 
the  future,  all  proceeds  of  the  0.3-percent  Federal  tax  should  be 
earmarked  for  employment  security  financing— and  used,  as  needed, 
for  both  administrative  and  benefit  purposes.  While  Congress  gave 
some  recognition  in  1944  to  the  desirability  of  earmarking  the  proceeds 
of  the  tax  for  employment  security  purposes,  the  George  Act  was 
designed  primarily  to  make  the  excess  of  tax  collections  over  adminis- 
trative expenses  available  as  loans  to  States  having  difficulty  in 
financing  their  benefit  costs.  This  present  proposal  would  make  such 
proceeds  available  automatically  each  year  for  administrative  financ- 
ing, with  accumulation  of  the  excess  in  the  reinsurance  fund.  Such  use 
of  the  excess  for  buttressing  the  program's  financial  structure  would 
seem  more  provident  than  permitting  its  use  for  administrative 
expenses  beyond  the  total  determined  by  Congress  to  be  necessary  for 
this  purpose. 

Such  automatic  appropriation  of  the  proceeds  of  the  tax  would 
assure  their  use  entirely  for  employment  security  purposes  and 
thereby  would  avoid  the  present  criticism  of  the  existing  system  that 
the  Federal  Government  is  making  a  profit  on  this  tax.  It  would  give 
Congress  a  benchmark  for  appropriating  operatmg  funds.  Appropri- 
ations for  admmistrative  costs  and  for  the  Federal  remsurance  fund 
would  not  enter  into  the  Federal  budget.  In  addition,  it  would  assure 
building  up  in  good  times  the  reinsurance  fund  available  to  States  in 
financial  distress;  otherwise.  Congress  may  then  be  faced  with  a  need 
to  appropriate  special  funds  for  this  purpose  when  tax  income  is  declin- 
ing and  the  Federal  budget  is  under  heavy  pressure. 

CONTINGENCY   APPROPRIATION 

Because  the  unemplojnnent  insurance  program  is  extremely  dyna- 
mic, responding  quickly  to  changes  in  economic  conditions  which  are 
difficult  to  forecast,  12  deficiency  or  supplemental  appropriations  have 
had  to  be  requested  since  1938.  This  problem  was  particularly  acute 
during  the  fiscal  year  1949.     Because  of  State  salary  increases,  the 
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appropriation  was  inadequate  by  the  time  it  was  made,  so  that  many 
State  functions  had  to  be  eUminated  or  reduced.  In  addition,  un- 
employment began  so  rapid  a  rise  in  October  that  by  June  initial  claims 
had  increased  by  110  percent  and  continued  claims  by  161  percent. 
A  request  for  about  $5  million  was  submitted  in  November  1948,  but 
by  the  time  congressional  action  was  completed,  the  need  for  additional 
funds  had  risen  so  greatly  that  the  request  had  been  increased  to  $14 
million,  including  $4  million  for  contingency  purposes;  this  amount  was 
acted  upon  favorably  and  made  available  on  May  24,  1949.  By  that 
time,  however,  the  States  had  been  struggling  for  months  with 
inadequate  funds  to  meet  their  increased  load.  If  a  contingency  fund 
of  the  kind  made  available  for  the  1950  fiscal  year  had  been  available 
early  in  1949,  the  Federal  Security  Agency  would  have  begun  to  make 
additional  grants  to  the  States  to  meet  the  rise  in  unemployment  as 
soon  as  it  occurred,  the  long  delays  in  processing  of  claims  and  pay- 
ments would  have  been  avoided,  and  advance  planning  and  more 
effective  use  of  manpower  resources  would  have  been  possible.  It  is 
therefore  recommended  that  the  Social  Security  Act  be  amended  to 
provide  a  contingency  amount  in  the  annual  appropriation  which 
would  be  available  in  the  event  of  unforeseen  changes.  While  a 
contingency  amount  equal  to  at  least  10  percent  of  the  appropriation 
might  ordinarily  be  adequate  to  meet  the  requirements  of  changing 
conditions,  past  experience  and  the  likelihood  of  continuing  economic 
adjustments  during  the  next  few  years  might  well  indicate  the  desir- 
ability of  a  higher  figure. 

LIMITATION    ON    GRANTS 

The  present  authorized  limit  on  appropriations  for  administrative 
grants  to  State  employment  security  agencies,  under  the  Social 
Security  Act,  is  $80  million.  So  long  as  grants  were  limited  to  un- 
employment compensation,  this  amount  has  been  adequate,  but  if  the 
recommended  integration  of  the  unemployment  insurance  and 
employment  service  legislation  is  approved,  this  authorization  becomes 
totally  inadequate.  For  example,  the  1949  appropriations  for  the 
two  functions  were  $144  million.  Instead  of  merely  raising  this 
figure,  it  would  be  greatly  preferable  to  remove  the  limitation,  so 
that  the  Congress  would  not  be  handicapped  by  a  sudden  rise  in 
unemployment  which  made  the  limitation  inadequate.  If  the  recom- 
mendation is  accepted  that  all  proceeds  from  the  unemployment  tax 
be  appropriated  to  the  Federal  unemployment  account,  all  funds  in 
the  account  would  be  available  for  any  use  under  the  program  for 
which  they  were  required.  Congress  would  still  limit  its  appropriations 
to  the  actual  amounts  needed,  so  that  its  self -limitation  to  the  author- 
ized amount  available  for  appropriation  would  be  superfluous. 
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REPEAL   OF    WAGNER-PEYSER   MATCHING   PROVISION 

The  provisions  of  the  Wagner-Peyser  Act  for  financing  State 
emplojnnent  service  administration  through  Federal  matching  of 
State  funds  have  been  suspended  since  1942,  as  pointed  out  above,  and 
the  Social  Security  Administration  recommends  their  repeal.  They 
should  be  replaced  by  providing  for  100-percent  Federal  grants  on 
a  permanent  basis,  as  a  part  of  the  needed  modification  of  the  statutory 
basis  of  the  United  States  Employment  Service  to  bring  about 
consistency  with  the  legal  basis  for  unemployment  insurance. 

Public  Assistance 

Progress  toward  mature  public  welfare  programs  is  slow  for  many 
reasons  but  it  is  continuous  and  measurable  year  by  year.  Among  the 
factors  that  affect  the  achievement  of  adequate  State  programs  ad- 
ministered with  equity  to  applicants  and  recipients  are  variable 
economic  and  social  conditions,  the  character  and  scope  of  Federal 
and  State  public  welfare  and  related  legislation,  and  necessity  for 
establishing  constantly  better  program  planning  and  administration 
based  on  actual  day-to-day  experience  in  State  operations. 

Certain  goals  have  been  accepted  in  principle  as  the  mark  of 
maturity  in  public  welfare  administration  and  their  achievement  has 
been  the  aim  of  State  agencies  and  the  Bureau  since  the  inception  of 
the  programs.  In  recognition  of  financial,  staffing,  and  other  limita- 
tions, each  year  the  Bureau  and  the  States  identify  for  special  em- 
phasis certain  program  objectives  aimed  at  elimination  of  specific 
conditions  that  hinder  the  realization  of  weU-developed  programs. 
As  in  the  preceding  year,  program  objectives  for  the  fiscal  year  1949 
continued  to  be  directed  toward  achieving  more  equity  and  adequacy 
in  the  administration  of  assistance. 

Legislation  effective  within  the  year  and  legislative  consideration 
were  important  for  future  development  of  the  programs. 

Public  Law  642  (80th  Congress),  effective  October  1,  1948,  amended 
the  pubHc  assistance  titles  of  the  Social  Security  Act  by  increasing 
maximums  on  assistance  payments  in  which  the  Federal  Government 
can  participate  financially  and  by  increasing  the  proportion  of  the 
Federal  share  in  assistance  payments.  The  maximums  in  old-age 
assistance  and  aid  to  the  blind  were  increased  from  $45  to  $50  a 
month,  and  in  aid  to  dependent  children  from  $24  a  month  for  the 
first  dependent  child  in  the  home  and  $15  for  each  additional  child 
to  $27  for  the  first  and  $18  for  each  other  child. 

In  old-age  assistance  and  aid  to  the  blind,  the  Federal  share  of 
assistance  payments  was  increased  from  two- thirds  of  the  first  $15 
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of  the  average  payment  per  recipient  to  three-fourths  of  the  first 
$20  of  the  average  payment.  In  aid  to  dependent  children,  the  Fed- 
eral share  was  increased  from  two-thirds  of  the  first  $9  of  the  average 
payment  per  child,  to  three-fourths  of  the  first  $12  of  the  average 
payment  per  child.  The  Federal  share  of  assistance  payments  in 
excess  of  the  amounts  specified  in  each  program  up  to  the  maximums 
as  increased  remained  at  50  percent. 

On  August  5,  1948,  the  Advisory  Council  on  Social  Security  ap- 
pointed by  the  Senate  Finance  Committee  in  1947  to  advise  the 
Committee  on  all  aspects  of  social  security,  submitted  its  report  on 
public  assistance.  The  Council  reported  its  belief  that  the  basic 
features  of  the  present  system  of  grants-in-aid  for  public  assistance 
were  sound,  but  that  under  present  arrangements  public  assistance  has 
gaps  and  inequities. 

The  Commission  on  Organization  of  the  Executive  Branch  of  the 
Government  reported  its  recommendations  to  Congress  in  March  1949 
in  the  field  of  social  security.  Congress  also  released  for  publication 
on  March  25,  1949,  a  report  on  Federal-State  relations  prepared  by 
the  Council  of  State  Governments  acting  as  a  task  force  of  the  Com- 
mission. This  report  discusses  Federal-State  relations  as  revealed 
in  grant-in-aid  programs,  including  public  assistance. 

At  the  request  of  the  President,  the  Bureau  provided  information 
used  in  drafting  his  public  welfare  recommendations  which  were 
introduced  in  Congress  as  H.  R.  2892.  Considerable  time  of  staff 
was  devoted  to  preparing  materials  requested  by  the  Ways  and  Means 
Committee  during  hearings  on  this  and  other  public  welfare  bills. 

During  the  fiscal  year,  43  State  legislatures  considered  legislation 
relating  to  public  assistance.  To  assist  State  agencies  in  preparing 
for  the  1949  State  legislative  sessions,  the  Bureau  published  Public 
Assistance  Goals — 1949,  incorporating  recommendations  on  State 
legislation.  By  the  end  of  the  fiscal  year,  nearly  200  laws  pertinent 
to  the  public  assistance  programs  had  been  enacted.  The  general 
trend  of  legislation  was  in  the  direction  of  liberalizing  provisions  of 
State  laws,  removing  eligibility  restrictions  and  increasing  assistance 
payments. 

PROGRAM  DEVELOPMENTS 

Recipients,  Payments,  and  Financing  in  1948-49 

The  number  of  States  receiving  Federal  grants  for  the  three  special 
types  of  assistance  remained  unchanged  during  the  fiscal  year. 
Grants  for  old-age  assistance  were  made  to  each  of  the  51  jurisdictions 
which  come  under  the  Social  Security  Act;  grants  for  aid  to  dependent 
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children  to  all  but  Nevada;  and  for  aid  to  the  blind,  to  45  States, 
Hawaii,  and  the  District  of  Columbia.  Missouri,  Nevada,  and 
Pennsylvania  provide  assistance  to  blind  persons  without  Federal 
participation.  Alaska  does  not  have  a  special  program  for  the  blind. 
Some  general  assistance  financed  entirely  from  State  and  local  funds 
was  available  in  all  States  for  needy  persons  not  included  in  the  Fed- 
eral grant-in-aid  programs. 

Amendments  to  the  Social  Security  Act  effective  in  October  ll948 
account  in  part  for  increases  that  occurred  during  the  year  in  both 
assistance  payments  and  the  number  of  persons  aided  under  pro- 
grams for  needy  aged  and  dependent  children.  From  June  1946, 
when  a  previous  amendment  to  the  act  helped  States  to  increase 
payments,  to  June  1948,  the  cost  of  living,  as  reflected  by  the  con- 
sumer's price  index  of  the  Bureau  of  Labor  Statistics,  rose  29  percent. 
In  States  that  continued  to  spend  as  much  per  recipient  from  State 
and  local  funds  as  they  did  before  the  amendments  went  into  effect, 
the  additional  Federal  funds  made  it  possible  to  raise  average  pay- 
ments $5  per  recipient  of  old-age  assistance  and  aid  to  the  blind 
and  $3  per  child  receiving  aid  to  dependent  children. 

Most  States  increased  payments  in  or  after  October,  although 
increases  frequently  were  not  sufficient  to  close  the  gap  between 
living  costs  and  assistance  payments.  For  the  country  as  a  whole, 
the  average  monthly  payment  for  old-age  assistance  and  aid  to  the 
blind  was  $5  higher  in  June  1949  than  in  the  previous  June,  and  the 
average  per  child  in  aid  to  dependent  children  was  about  $3  higher. 
Individual  States  made  increases  in  varying  amounts.  A  few  States 
used  part  of  the  additional  funds  to  add  to  the  roHs  persons  eligible 
for,  but  not  receiving,  assistance.  If  additional  Federal  funds  had 
not  become  available,  some  States  would  have  found  it  necessary 
to  restrict  the  scope  of  the  program  or  reduce  payments. 

General  assistance  and,  to  some  extent,  aid  to  dependent  children 
reflected  changes  in  economic  conditions  and  the  increase  in  unemploy- 
ment during  the  fiscal  year.  The  upward  trend  in  the  number  of 
aged  recipients  in  most  States  was  probably  due  chiefly  to  increases 
in  the  aged  population,  legislation  liberalizing  conditions  of  eligibility 
or  affecting  standards  of  assistance  in  some  States,  and  increased 
funds  to  meet  need  more  adequately. 

During  June  1949,  5.1  million  persons  received  pubhc  assistance. 
Of  these,  4.1  miUion  were  aged  or  blind  or  dependent  children  aided 
under  the  Social  Security  Act.  These  5.1  million  do  not  include 
mothers  or  relatives  caring  for  dependent  children  or  wives  or  other 
persons  supported  in  part  by  payments  made  to  other  members  of 
the  family  for  old-age  assistance  or  aid  to  the  blind.  Total  expendi- 
tures for  assistance  payments  during  the  fiscal  year,  including  pay- 
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ments  not  under  the  Social  Security  Act,  were  about  $2.0  billion 
or  23  percent  more  than  in  1947-48.  Of  this  amount,  $889  million 
was  from  Federal  funds  and  $1.1  billion  from  State  and  local  funds. 

OLD-AGE    ASSISTANCE 

In  June  1949,  more  than  2.6  million  persons  received  old-age 
assistance,  an  increase  of  about  11  percent  over  the  preceding  June. 
An  increase  of  more  than  20  percent  in  four  States — California,  Louisi- 
ana, Mississippi,  and  North  Carolina — accounts  for  more  than  half 
the  net  rise  for  the  country  as  a  whole.     California  and  Louisiana 

861698—50 9 


118  Annual  Report,  Federal  Security  Agency,   1949 

substantially  liberalized  eligibility  requirements  and  increased  State 
appropriations.  In  Louisiana,  where  more  funds  were  made  available 
through  additional  taxation,  the  number  of  recipients  increased  more 
than  100  percent;  in  California,  30  percent.  Increased  Federal 
participation  in  assistance  costs  during  the  last  9  months  of  the  fiscal 
year  enabled  some  States,  largely  those  with  least  resources,  to  aid 
needy  persons  for  whom  assistance  had  not  previously  been  available; 
in  Mississippi  the  number  of  aged  recipients  rose  42  percent  and  in 
North  Carolina,  23  percent.  In  10  additional  States  the  increase  in 
the  number  of  aged  recipients  was  relatively  greater  than  in  the 
country  as  a  whole.  In  19  States,  increases  of  less  than  5  percent  in 
general  reflect  the  increase  in  the  number  of  aged  in  each  State. 

For  every  1,000  persons  in  the  country  aged  65  or  more,  231  were 
receiving  assistance  in  June  1949.  There  is  a  rather  clear-cut  rela- 
tion between  the  per  capita  income  of  a  State  and  the  proportion  of 
its  aged  persons  who  are  needy.  In  eight  States,  most  of  which  rank 
low  in  per  capita  income,  more  than  400  persons  per  1,000  aged 
population  were  receiving  aid.  Five  States,  four  of  which  rank  high 
in  per  capita  income,  had  a  rate  below  100.  As  additional  Federal 
funds,  and  in  many  cases  more  nearly  adequate  State  and  local  funds 
have  become  available,  recipient  rates  in  most  States  with  low  per 
capita  incomes  have  increased  faster  than  in  the  country  as  a  whole. 

From  June  1948  to  June  1949,  average  payments  increased  $5  or 
more  in  15  States  and  from  $4  to  $4.99  in  eight  States.  Some  of  the 
States  with  smaller  increases  added  relatively  large  numbers  of  cases 
to  the  assistance  rolls.  Only  seven  States  increased  payments  by 
less  than  $2  and  in  two  States  it  was  necessary  to  reduce  payments 
by  June,  wiping  out  earlier  increases.  Although  recipients  in  most 
States  benefited  by  higher  payments,  the  smaller  increases  occurred 
in  some  States  making  the  lowest  payments  during  the  previous  year. 
In  June  1949  average  payments  exceeded  $50  in  13  States  and  were 
less  than  $25  in  eight  of  the  12  States  which  rank  lowest  in  per  capita 
income.  Four  low-income  States,  however,  had  sufficient  funds  to 
add  substantial  numbers  of  eligible  persons  to  the  assistance  rolls  and 
to  increase  monthly  payments  more  than  $3. 

In  December  1948,  some  payments  in  excess  of  the  $50  in  which 
the  Federal  Government  participates  were  made  in  32  States. 

AID   TO   DEPENDENT   CHILDREN 

Nearly  1.4  million  children  in  about  537,000  families  were  receiving 
aid  to  dependent  children  in  June  1949.  For  the  country  as  a  whole 
this  represents  an  increase  of  almost  a  fifth.  In  10  States  the  nimaber 
of  children  aided  rose  by  more  than  30  percent  and  in  an  additional 
10  States  from  20  to  30  percent.    Most  of  the  large  increases  occurred 
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in  States  with  least  resources,  some  of  which  had  not  previously  been 
able  to  assist  all  families  eligible  for  aid  to  dependent  children. 

Decreases  in  opportunities  for  employment  during  the  latter  half 
of  the  fiscal  year  doubtless  contributed  to  the  need  for  this  type  of 
assistance.  From  June  to  December  1948,  the  average  monthly 
increase  in  the  number  of  families  aided  was  4,300,  while  from  Decem- 
ber 1948  to  June  1949,  it  exceeded  10,000.  A  relatively  large  number 
of  families  were  added  to  the  assistance  rolls  in  some  of  the  north- 
eastern and  western  States  in  which  many  industries  laid  off  workers. 

In  June  1949,  aid  to  dependent  children  was  helping  29  children 
per  1,000  of  the  total  population  under  18  years  of  age.  In  three 
States — Florida,  Louisiana,  and  Oklahoma — the  rate  was  more  than 
twice  this  figure  and  in  each  of  four  additional  States — Kentucky, 
Missouri,  New  Mexico,  and  West  Virginia — more  than  40  children 
per  1,000  received  assistance. 

Nineteen  States  were  able  to  increase  average  payments  by  $3  or 
more  per  child  and  an  additional  11  States,  by  at  least  $2.  In  Alaska, 
Arizona,  and  Washington  average  payments  rose  more  than  $15  and 
in  Louisiana,  more  than  $7.  In  six  States,  payments  were  decreased 
during  the  year,  with  substantial  reductions  in  Iowa  and  Ohio. 

In  December  1948,  all  but  14  States  made  some  payments  in  excess 
of  the  Federal  maximums  and  21  States  made  such  payments  to  more 
than  four  out  of  five  families. 

AID   TO   THE   BLIND 

In  June  1949,  more  than  71,000  blind  persons  received  aid  with 
Federal  participation.  In  Missouri,  Nevada,  and  Peimsylvania,  an 
additional  18,000  blind  persons  were  assisted  under  programs  financed 
entirely  from  State  funds.  The  number  of  persons  aided  under  the 
Social  Security  Act  rose  8  percent  from  June  1948  to  June  1949.  In  8 
States,  there  were  small  decreases  in  the  numbers  aided,  and  in  Kansas 
and  Wyoming  case  loads  were  reduced  by  11  and  20  percent. 

Average  payments  rose  more  than  $5  in  17  States  and  from  $4.00 
to  $4.99  in  four  other  States.  In  four  States,  payments  were  smaller 
in  June  1949  than  in  the  previous  June.  Payments  in  excess  of  the 
Federal  maximum  were  made  in  30  States  in  December  1948. 

GENERAL   ASSISTANCE 

The  rise  in  general  assistance  rolls  during  the  winter  of  1948-49  was 
the  sharpest  since  the  reappearance  of  seasonal  fluctuations  at  the 
close  of  the  war.  An  unusually  severe  winter  in  some  sections  of  the 
country  and  substantial  unemployment  in  some  areas  contributed  to 
the  increase.  General  assistance  is  not  available  to  employable  per- 
sons in  some  States  and  localities  and  the  program  in  such  areas 
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responds  slowly  or  indirectly  to  need  for  assistance  arising  from  loss 
of  jobs  or  exhausting  unemployment  benefits.  Nevertheless,  for  the 
country  as  a  whole,  the  number  of  cases  receiving  this  type  of  assistance 
was  26  percent  above  that  in  the  preceding  June. 

The  average  payment  for  general  assistance  rose  from  $43.20  to 
$47.92.  Average  payments  in  11  States  ranged  from  $50  to  more 
than  $70  in  June  1949.  In  eight  States  general  assistance  cases 
received  less  than  $20,  on  the  average. 

FINANCING 

During  the  fiscal  year  1949,  Federal,  State,  and  local  governments 
spent  $2.1  billion  for  assistance  payments  and  administration  under 
public  programs  including  old-age  assistance,  aid  to  dependent 
children,  aid  to  the  blind,  and  general  assistance.  The  special  types 
of  public  assistance,  financed  from  Federal,  State,  and  local  funds, 
took  $1.8  billion  of  this  amount;  general  assistance,  paid  entirely  from 
non-Federal  sources,  $266  miUion.  In  States  with  plans  approved 
under  the  Social  Security  Act,  Federal  funds  paid  55  percent  of  the 
total  cost  of  old-age  assistance  for  the  year,  43  percent  of  aid  to 
dependent  children,  and  52  percent  of  aid  to  the  blind. 

In  the  first  quarter,  Federal  funds  represented  51  percent  of  assist- 
ance payments  for  the  aged,  38  percent  for  aid  to  dependent  children, 
and  48  percent  for  aid  to  the  bhnd.  As  a  result  of  the  increase  in 
Federal  participation,  the  Federal  share  for  October-December  rose 
to  57  percent  in  old-age  assistance,  44  percent  in  aid  to  dependent 
children,  and  54  percent  in  aid  to  the  blind. 

The  Federal  share  of  assistance  payments  for  the  fiscal  year  ranged 
among  the  States  from  37  to  73  percent  for  old-age  assistance,  from 
26  to  73  percent  for  aid  to  dependent  children,  and  from  34  to  71 
percent  for  aid  to  the  blind.  The  Federal  share  was  more  than  70 
percent  in  eight  States  for  old-age  assistance,  three  States  for  aid  to 
dependent  children,  and  one  State  for  aid  to  the  blind.  Mississippi 
received  about  three-fourths  of  its  assistance  expenditures  for  old-age 
assistance  and  aid  to  dependent  children  from  Federal  funds  because 
its  level  of  payments  was  low — on  the  average  below  $20  per  recipient 
per  month  for  old-age  assistance  and  less  than  $10  per  child  for  aid  to 
dependent  children.  On  the  other  hand,  several  States  with  relatively 
high  assistance  payments  received  less  than  50  percent  from  the 
Federal  Government — 6  States  for  old-age  assistance,  and  8  for  aid 
to  the  blind.  In  aid  to  dependent  children,  for  which  the  Federal 
maximums  limiting  amounts  subject  to  sharing  are  less  liberal  than 
for  the  other  two  programs.  Federal  fimds  represented  less  than  50 
percent  in  30  States. 

The  Social  Security  Administration  certified  grants  for  assistance 
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and  administration  totaling  $927.9  million  in  the  fiscal  year.  Grants 
for  old-age  assistance  amounted  to  $718.0  million;  for  aid  to  depend- 
ent children,  $189.4  million;  and  for  aid  to  the  blind,  $20.5  million. 

Equity  and  Adequacy  in  Providing  Assistance 

In  February  1949  the  Bureau  issued  a  statement  of  principles  for 
the  use  of  State  agencies  in  preparing  plan  provisions  relating  to  de- 
termination of  eligibility  with  respect  to  need  and  amount  of  as- 
sistance. Application  of  these  principles  is  of  primary  significance  in 
furthering  the  purpose  of  the  programs  and  effective  administration 
because  they  are  aimed  at  assuring  that  all  persons  who  believe  them- 
selves eligible  for  public  assistance  shall  have  their  eligibility  deter- 
mined by  the  same  standards  wherever  they  Hve  within  the  State. 

Administration  of  the  need  provisions  of  the  Federal  act  and  of 
State  laws  is  probably  the  most  difficult  problem  that  State  agencies 
face.  Difficulty  in  evaluating  resources  of  individuals  (including  the 
availability  of  income  from  relatives),  lack  of  uniform  and  current 
assessments  on  property,  and  shortage  of  funds  to  meet  even  minimum 
need  are  some  of  the  complicating  factors.  Adequacy  of  State  pohcies 
relating  to  determination  of  need  has  implications  for  almost  all  other 
aspects  of  administration,  and  their  character  has  a  drastic  effect  on 
the  degree  of  equity  achieved  in  total  administration. 

Participation  of  States  in  the  thinking  and  planning  underlying 
formulation  of  the  principles  resulted  in  testing  new  methods  within 
certain  States,  As  a  consequence,  before  the  statement  was  issued, 
considerable  improvement  was  noted  in  the  provisions  of  State  plans 
relating  to  the  determination  of  need. 

Progress  to  date  has  been  mostly  in  the  area  of  establishing  a  State 
standard  of  minimum  economic  security  for  needy  persons.  For 
example,  as  of  September  30,  1948,  30  State  agencies  had  identified 
in  their  State  plans  the  basic  consumption  items  to  be  considered 
throughout  the  State  as  requirements  of  all  recipients  of  public  as- 
sistance under  the  Federal-State  programs.  Work  is  continuing  in 
the  States  both  in  this  area  and  in  identifying  the  specified  circum- 
stances in  which  additional  consumption  items,  such  as  medical  care, 
will  be  included  as  requirements  of  needy  persons.  States  are  directing 
fm'ther  attention  to  determining  the  money  value  in  various  parts  of 
the  State  of  all  consumption  items  which,  added  together,  represent 
the  State  standard  of  economic  security  for  needy  persons.  The 
responsibility  for  establishing  such  a  standard  through  these  various 
steps  is  basic  and  therefore  preliminary  to  adoption  of  objective  and 
definitive  plan  provisions  relating  to  consideration  of  income  and 
resources. 
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In  relation  to  consideration  of  resources,  temporary  war  legislation 
enacted  in  1943  and  1945  lapsed  on  June  30,  1949.  These  laws  per- 
mitted the  States  to  disregard  income  from  agricultural  labor  and 
civiUan  nursing  service  in  determining  the  need  of  certain  persons 
receiving  old-age  assistance.  The  Bureau  beUeves  the  termination 
of  this  legislation  desirable  because  such  provisions  are  inconsistent 
with  the  need  provisions  of  permanent  Federal  and  State  laws  and 
operate  unfairly  against  needy  persons  who  cannot  work. 

During  1949,  State  agencies  made  substantial  progress  in  improving 
plan  provisions  relating  to  apphcations  for  assistance.  It  is  too  soon 
to  see  marked  improvement  in  practice  as  a  result  of  revised  State 
plans.  Among  the  cases  read  in  the  last  administrative  review,  only 
one-third  of  the  applicants  who  were  found  eUgible  received  a  pay- 
ment within  a  month  of  the  date  they  first  requested  assistance. 
Several  factors  combine  to  hinder  prompt  payments  to  needy  people. 

Usual  business  procedures  for  paying  accounts  due  are  too  rigid  for 
a  program  that  intends  to  meet  constantly  fluctuating  human  needs, 
and  the  Bureau  has  recommended  to  the  States  that  they  adopt  and 
carry  out  fiscal  policies  and  procedures  that  are  flexible  enough  to 
permit  issuance  of  assistance  payments  promptly.  Failure  to  estab- 
lish definite  policies  for  determining  eligibility  and  to  make  staff 
responsible  for  carrying  them  out  in  practice  also  results  in  inequities 
in  the  treatment  of  people  and  is  a  cause  of  delay  in  making  payments. 
Local  public  welfare  boards,  for  example,  sometimes  do  not  devote 
themselves  to  the  development  of  policies  and  interpretation  of  the 
program  to  the  community.  Instead,  they  assume  staff  functions, 
making  decisions  with  respect  to  eligibility  and  amount  of  payment 
on  a  case-by-case  basis.  Since  they  usually  meet  infrequently,  delay 
inevitably  occurs,  Koutine  and  improductive  work  in  exploring 
eUgibility  likewise  is  a  cause  of  delay  in  acting  on  applications.  Ex- 
perience of  some  agencies  indicates  that  eligibility  for  assistance  can 
be  established  adequately  on  an  efficient  and  businesslike  basis  by 
eliminating  the  consideration  of  irrelevant  facts  from  the  investigation 
process  and  by  using  as  corroborative  data  the  most  easily  available 
sources  of  information. 

Most  State  agencies  establish  continuing  eligibility  for  all  recipients 
at  regular  intervals.  Maintenance  of  continuing  eligibility  would  be 
simplified  by  improvement  of  plan  provisions  relating  to  determination 
of  need  and  by  adopting  more  efficient  methods  of  exploring  eligibility. 
The  latest  administrative  review  by  the  Bureau  shows  that,  in  most 
of  the  nine  States  that  had  difficulty  in  keeping  up  to  date  on  reviews 
of  eligibility  on  a  State-wide  basis,  staff  vacancies  and  turn-over 
appeared  to  be  a  contributing  factor.  In  five  other  States,  a  problem 
of  maintaining  continuing  eligibility  was  noted  in  certain  localities. 
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Federal  funds  are  available  only  for  payments  to  recipients  whose 
eligibility  has  been  regularly  reestablished  in  accordance  with  State 
plan  provisions. 

In  July  1948  the  Bureau's  statement  of  principles  relating  to  hearings 
for  dissatisfied  claimants  of  assistance  became  elETective.  During  the 
fiscal  year,  States  improved  their  plan  materials  relating  to  the  hearing 
process.  In  practice,  States  are  establishing  better  methods  of  noti- 
fying applicants  and  recipients  of  their  right  to  request  a  hearing. 
There  has  also  been  a  rise  in  the  level  of  requests  for  hearings  which  is 
generally  interpreted  to  mean  that  applicants  and  recipients  are  find- 
ing it  easier  to  exercise  their  right  to  a  hearing.  Tbe  Bureau  continued 
to  publish  its  quarterly  series,  Hearings  in  Public  Assistance,  and 
articles  on  hearings  appeared  in  the  Social  Security  Bulletin  in  July 
and  September  1948. 

Negotiations  with  Arizona  and  New  Mexico  resulted  in  formal 
hearings  before  the  Commissioner  for  Social  Security  during  February 
1949  to  consider  the  position  of  these  States  in  failing  to  meet  the 
needs  of  Reservation  Indians  on  the  same  basis  as  other  residents 
under  the  provisions  of  the  Social  Security  Act,  An  arrangement  was 
worked  out  whereby  any  assistance  provided  by  the  Biu-eau  of  Indian 
Affairs  is  considered  as  a  resource,  and  State  agencies  meet  the  residual 
needs  of  Indians.  The  two  States  agreed  to  participate  in  this  arrange- 
ment with  the  understanding  that  it  was  without  prejudice  in  any 
future  legal  proceedings  and  also  with  certain  reservations  providing 
for  termination  of  the  agreement  on  notice. 

States  continuously  seek  advice  in  developing  policies  that  conform 
to  the  act  and  lead  toward  more  ejffective  administration.  Subjects 
that  were  given  particular  attention  during  the  year  include  further 
clarification  of  the  responsibility  of  the  State  agency  for  administering 
or  supervising  the  administration  of  assistance  under  the  Social 
Security  Act;  defining  the  basis  on  which  money  will  be  provided  to 
enable  needy  individuals  to  secure  medical  care;  use  of  guardianships 
when  the  money  payment  fails  to  meet  special  needs  of  emotionally 
disturbed  individuals  who  cannot  deal  competently  with  all  of  their 
affairs ;  and  availability  of  Federal  participation  in  certain  administra- 
tive costs  not  previously  claimed  by  States. 

Lack  of  staff  for  basic  research  and  consultation  with  State  agencies 
prevented  the  Bureau  from  responding  fully  to  requests  for  help  on 
methods  of  recording  data  on  individual  cases  as  a  basis  for  showing 
that  eligibility  exists  and  for  providing  continuing  service  and  assist- 
ance to  applicants  and  recipients;  safeguarding  information  about 
individuals  requesting  and  receiving  assistance;  and  identifying 
rehabilitative  services  to  individuals  that  may  be  included  in  claims 
for  Federal  participation  in  administrative  costs. 
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State  Plans  and  Grants  Procedures 

Preliminary  work  on  developing  a  revised  outline  for  State  public 
assistance  plans,  including  instructions  for  the  use  of  the  outUne,  was 
completed  in  June  1949.  Every  State  agency  is  being  requested  to 
consider  these  materials  in  relation  to  their  usual  operations,  to  test  the 
outhne  and  instructions  in  relation  to  present  plans  and  any  contem- 
plated revisions,  and  to  report  the  results  of  such  analysis  for  consider- 
ation before  issuance  of  the  materials  as  Federal  requirements  for 
submittal  of  State  plans. 

Grant  procedures  were  changed  during  the  year  so  that  States  now 
receive  one  check  for  each  month  covering  old-age  assistance,  aid  to 
the  blind,  and  aid  to  dependent  children.  One  form  was  substituted 
to  replace  the  three  forms  formerly  used  to  compute  grants,  and  a 
revised  voucher  form  included  all  three  categories.  To  provide  for 
more  uniform  reporting  by  States,  the  quarterly  statement  of  expendi- 
tures for  old-age  assistance,  aid  to  the  blind,  and  aid  to  dependent 
children  was  revised  effective  January  1,  1949. 

Fiscal  Accountability 

In  June  1949,  the  Bureau  completed  a  further  interpretation  of 
the  provisions  of  the  Social  Security  Act  that  are  directly  related  to  a 
State's  accountabihty  for  expenditures  for  which  Federal  participation 
is  claimed.  This  interpretation  identifies  the  responsibihties  of  State 
agencies  for  estabUshing  the  vahdity  of  claims  and  for  promptness  and 
accuracy  in  reporting  such  claims.  The  interpretation  is  accompanied 
by  a  statement  of  requirements  and  recommendations  with  respect 
to  the  record  system  which  a  State  agency  must  estabhsh  and  mam- 
tain  to  account  properly  for  Federal  funds. 

The  Aging 

A  member  of  the  Bureau's  staff  acted  as  secretary  for  an  intra-agency 
committee  on  the  aging,  established  by  the  Administrator  of  the 
Federal  Security  Agency,  with  the  Bureau  Director  acting  as  chakman 
of  the  working  group.  The  committee  is  charged  with  the  responsi- 
bihty  for  analyzing  problems  of  the  aging  and  for  preparing  a  plan  of 
action  for  inaugurating  a  comprehensive  program  to  meet  these 
problems,  usmg  and  coordinating  total  resources  of  the  Agency's 
constituent  units.  It  is  anticipated  that  a  plan  will  be  evolved  for 
Nation-wide  exploration  of  problems  of  the  aging  bringing  together 
the  resources  of  all  national  pubhc  and  voluntary  agencies,  the  Fed- 
eral Security  Agency  taking  leadership  in  promoting  this  plan. 
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In  September  1948  the  Bureau  issued  a  statement  of  principles 
clarifying  provisions  of  the  Social  Security  Act  prohibiting  Federal 
participation  in  assistance  to  residents  of  public  institutions.  Lack 
of  adequate  facilities  for  sheltered  care  is  a  serious  problem  encountered 
in  meeting  needs  of  the  aged.  Development  of  group  housing  facih- 
ties  for  the  aged  involves  consideration  of  large  questions  of  pubhc 
pohcy,  including  those  inherent  in  providing  pubhc  housing  for  all 
individuals  by  all  levels  of  government,  and  maintaining  and  encour- 
aging the  development  of  private  institutional  resources  and  other 
voluntary  activities.  The  scope  and  acuteness  of  these  questions 
indicates  need  for  research  and  demonstration  and  exploration  of 
experience  of  other  countries  before  any  changes  are  recommended 
in  present  legislation  relating  to  pubhc  domiciliary  institutions. 

Administrative  Review 

The  Bureau's  administrative  review  of  State  and  local  administra- 
tion continued  to  be  an  effective  and  necessary  measure  for  determin- 
ing whether  State  operation  of  pubhc  assistance  programs  meets 
minimum  Federal  requirements  and  to  establish  a  factual  basis  for 
consulting  with  State  agencies  on  improving  policies  and  procedures 
and  promoting  uniformity  in  application  of  policies.  The  review  was 
carried  out  in  all  States  according  to  the  practice  of  previous  years. 
Eevision  of  basic  instructions  and  reporting  procedures  simphfied 
the  work  of  regional  staff  engaged  in  the  reviewing  process  and  pro- 
duced findings  more  useful  in  observing  results  of  current  program 
objectives. 

Training 

Urgent  need  for  staff  development  programs  within  the  States  and 
interest  of  States  in  providing  comprehensive  training  opportunities 
for  their  staff  are  illustrated  by  constant  and  repeated  requests  to  the 
Bureau  for  assistance  on  staff  development  plans.  Demand  for  such 
services  has  been  beyond  the  ability  of  the  Bureau  to  supply. 

The  revised  statement  of  principles  relating  to  State  expenditures 
for  educational  leave  for  staff  of  State  and  local  pubhc  assistance 
agencies,  issued  by  the  Bureau  in  February  1948,  became  effective  on 
September  1,  1948.  The  new  statement,  broadened  to  include 
Federal  participation  in  the  cost  of  educational  leave  for  specialized 
professional  and  technical  education  as  well  as  education  for  social 
work,  can  be  helpful  in  improving  the  competence  of  State  personnel. 
State  agencies  have  found  that  competence  of  workers  develops  most 
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effectively  by  combining  on-the-job  training  with  education  in  schools 
of  social  work.  Accordingly,  school-agency  relationships  are  being 
strengthened  through  joint  committees  working  toward  the  develop- 
ment of  field-work  practice  in  local  and  State  agencies.  Supervised 
field  work  in  the  Bureau  is  offered  to  advanced  students  from  schools 
of  social  work  who  meet  certain  criteria.  This  year  a  member  of  the 
staff  of  the  Oklahoma  State  Department  of  PubHc  Welfare,  who  was 
taking  graduate  courses  in  social  work,  was  assigned  to  the  Bureau 
where  she  studied  the  use  made  by  State  agencies  of  consultants  on 
staff  development. 

The  Committee  on  Training  and  Personnel,  which  is  advisory  to 
the  Children's  Bureau  and  the  Bureau  of  Public  Assistance,  has 
undertaken  a  special  2-year  project  to  analyze  and  record  the  knowl- 
edge, skills,  and  personal  quahties  needed  for  effective  performance 
in  social  work  positions  in  public  welfare. 

The  Bureau  has  made  a  special  effort  to  help  States  exchange  and 
share  successful  experiences  in  staff  training,  in  part  through  direct 
consultation  and  correspondence  and  also  by  publishing  materials 
prepared  by  State  agencies.  A  series  of  publications.  Current  Prac- 
tices in  Staff  Training,  was  augmented  in  March  1949,  by  issuance 
of  The  Staff  Meeting  As  a  Means  of  Improving  Administration,  present- 
ing materials  of  the  Arkansas  Department  of  Public  Welfare,  and  in 
June  by  issuance  of  Staff  and  Student  Training,  an  excerpt  from  The 
Manual  of  the  Public  Assistance  Division  of  the  Board  of  Public  Welfare, 
District  of  Columbia.  Also,  in  January  1949,  the  second  number  of  a 
series,  Case  Records  in  Public  Assistance,  was  published.  Case 
materials  were  submitted  by  State  and  Territorial  agencies,  and 
records  from  Illinois,  Mississippi,  New  York,  North  Carolina,  South 
Carolina,  and  Texas  were  selected  for  publication. 

Research 

Research  activities  were  directed  toward  further  exploration  of  the 
relationship  of  old-age  and  survivors  insurance  to  the  assistance 
programs,  a  study  of  sources  of  revenue  for  State  assistance  funds, 
and  an  evaluation  of  the  use  of  permanent  samples  of  case  loads  as 
a  means  of  collecting  data  quickly  and  at  minimum  cost.  During 
the  year,  a  report  was  issued  showing  sources  of  revenue  for  the 
State  share  of  pubUc  assistance,  1939-47,  by  State  and  program. 
Reports  on  medical  assistance  were  released  for  16  of  the  20  States 
that  participated  in  a  study  of  the  volume  and  cost  of  medical  services 
in  1946. 
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Demand  for  Public  Information 

The  Bureau  received  nearly  16,000  inquiries  about  public  assist- 
ance— twice  the  volume  of  the  previous  year — from  individuals, 
agencies,  and  Members  of  Congress,  about  80  percent  of  which  were 
forwarded  for  action  from  the  White  House.  Changes  in  economic 
conditions  were  reflected  in  the  mail.  On  the  whole,  fewer  com- 
plaints were  made  about  State  and  local  administration  of  assistance 
programs  and  more  requests  were  made  for  additional  Federal  financial 
help  and  for  Federal  action  that  would  produce  greater  liberality  in 
State  programs.  Consideration  of  Federal  legislation  by  Congress 
aroused  public  interest.  Some  letters  advocated  improvement  of 
programs  for  this  country  in  view  of  the  money  spent  on  recovery 
programs  for  other  countries.  Many  requests  for  material  came  from 
citizen  and  technical  groups,  schools  and  colleges,  writers,  news- 
papers, foreign  countries,  and  international  and  national  agencies. 

To  help  meet  many  requests  coming  from  States  for  assistance  in 
developing  or  improving  informational  activities,  the  Bureau  compiled 
from  State  publications  and  other  sources  two  kits  of  illustrative  and 
technical  materials  for  use  of  regional  staff  in  consultation  with  State 
agencies. 

National  Planning  for  Family  Welfare 

The  Bureau  participates  continuously  in  national  planning  directed 
toward  the  extension  and  improvement  of  services  designed  to 
strengthen  the  family.  Such  participation  is  desirable  since  the 
Bureau's  responsibilities  are  directly  and  primarily  related  to  drawing 
together  total  community  resources  to  meet  individual  and  family 
needs  as  well  as  providing  service  and  assistance  to  certain  families 
and  adults.  Participation  is  a  service  to  the  States  in  that  the 
Bureau  presents  the  views  of  public  welfare  agencies  in  planning  at 
the  national  level  and  brings  the  results  of  national  planning  to  the 
attention  of  State  agencies  and  through  them,  to  local  agencies. 
State  and  local  agencies  thus  are  provided  with  information  about 
national  resources  and  can  find  means  of  participating  in  planning  at 
all  levels  of  government. 

The  Bureau  is  one  of  56  national  agencies  and  groups  affiliated  with 
the  National  Social  Welfare  Assembly — the  central  facilitating, 
coordinating,  and  planning  organization  in  the  field  of  social  welfare. 
The  Bureau  Director  is  an  elected  member  of  the  Executive  Committee 
and  various  members  of  the  staff  represent  the  Bureau  in  working 
groups  of  the  Assembly.  The  Bureau  Director,  who  is  a  member  of 
the  board  of  directors,  and  various  members  of  the  staff  participate 
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through  committees  and  regional  and  national  conferences  in  the  work 
of  the  American  Public  Welfare  Association,  the  national  private 
agency  concerned  with  development  and  improvement  of  all  aspects  of 
pubHc  welfare.  Cooperation  is  continuous  with  the  Family  Service 
Association  of  America  with  particular  reference  to  standards  of 
case-work  service  and  program  interpretation  to  the  public. 

The  Bureau  Director  is  a  member  of  the  technical  study  committee 
of  the  National  Council  on  Social  Work  Education,  which  is  sponsoring 
a  Nation-wide  study  of  social  work  education.  A  member  of  the  staff 
of  the  Bm-eau  was  released  on  leave  for  9  months  to  act  as  assistant 
director  and  to  represent  the  professional  social  work  viewpoint  on 
the  study  staff. 

The  Bureau  Director  served  as  a  member  of  a  small  committee  con- 
sidering the  future  organization  and  methods  of  operation  of  the 
National  Conference  of  Social  Work. 

During  the  year  various  members  of  the  staff  of  the  Bureau  carried 
responsibihty  for  relationships  with  national  agencies  and  working 
committees.  Considerable  time  was  devoted  to  the  work  of  the 
Interdepartmental  Committee  on  Children  and  Youth  and  its  sub- 
committees and  on  various  preparations  for  the  Midcentury  White 
House  Conference.  The  Bureau  is  represented  on  the  National  Com- 
mittee on  Homemaker  Service  and  the  National  Committee  on  Social 
Service  Exchange.  In  relation  to  the  preparation  and  explanation 
of  principles  involved  in  determining  need,  liaison  responsibilities 
were  maintained  with  the  Bureau  of  Human  Nutrition  and  Economics 
of  the  Department  of  Agriculture,  the  American  Home  Economics 
Association,  the  Office  of  Vocational  Rehabilitation  of  the  Federal 
Security  Agency,  the  American  Legion,  and  the  National  Conference 
of  Social  Work. 

In  relation  to  problems  of  the  aging,  conferences  were  held  with 
representatives  of  the  Board  of  Hospitals  and  Homes  of  the  Methodist 
Church,  Community  Chests  and  Councils,  Council  of  Jewish  Federa- 
tion and  Welfare  Funds,  Departments  of  Christian  Social  Relations  of 
both  the  National  Council  of  the  Protestant  Episcopal  Church  and 
the  Federal  Council  of  the  Churches  of  Christ  in  America,  Division  of 
Welfare  of  the  National  Lutheran  Council,  Division  of  Welfare  of  the 
United  Lutheran  Church  in  America,  National  Conference  of  Cathohc 
Charities,  National  Conference  of  Social  Work,  and  National  Social 
Welfare  Assembly. 

International  Cooperation 

The  Bureau  continued  to  assist  in  developing  international  social 
policies  and  in  promoting  objectives  of  the  United  States  in  inter- 
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national  collaboration  in  the  field  of  social  welfare.  The  Director  of 
the  Bureau  represented  the  Commissioner  for  Social  Security  as 
Acting  Chairman  of  the  Subcommittee  on  Social  Welfare  of  the  Inter- 
departmental Committee  on  International  Social  Policy.  During  the 
year,  the  subcommittee  approved  51  memoranda  establishing  the 
official  positions  to  be  taken  on  social  welfare  subjects  by  delegates 
of  the  United  States  to  the  United  Nations,  specialized  agencies, 
and  international  conferences.  A  number  of  these  memoranda 
were  prepared  in  the  Bureau  or  by  working  groups  in  which  staff 
members  participated. 

The  Bureau  participated  in  planning  for  social  welfare  activities 
under  the  President's  proposed  program  for  technical  assistance  to 
underdeveloped  areas,  provided  services  in  relation  to  programs  for 
displaced  persons,  and  compiled  information  on  problems  arising  from 
the  presence  of  troops  and  civilians  abroad.  Keplies  were  prepared 
to  various  questionnaires  received  from  the  United  Nations  and  other 
international  organizations  on  social  welfare  subjects  and  comments 
were  made  on  draft  conventions  under  consideration  by  the  United 
Nations.  The  Bureau  Director  continued  to  serve  as  a  member  of  a 
United  States  Working  Group  appointed  by  the  United  Nations  to 
advise  the  Secretary-General  on  technical  social  welfare  subjects.  One 
staff  member  was  given  leave  to  undertake  a  4-month  assignment  in 
Ecuador  for  the  United  Nations.  American  social  welfare  publications 
were  provided  on  request  to  welfare  and  labor  attaches  in  various 
American  embassies  and  to  over  2 1  countries. 

As  a  part  of  the  United  States  scientific  and  cultural  cooperation 
program  under  Public  Law  402  (80th  Congress),  a  member  of  the 
Bureau  staff  spent  3  months  working  with  social  welfare  agencies  in 
Cuba,  Brazil,  Colombia,  and  Panama.  Another  staff  member  initi- 
ated a  cooperative  project  in  Mexico.  Training  grants  in  the  United 
States  were  awarded  to  social  welfare  officials  from  Guatemala, 
Panama,  and  Mexico. 

The  Bureau  directed  an  observation  training  program  for  30  welfare 
officials  from  14  countries  who  came  to  the  United  States  under  the 
auspices  primarily  of  the  advisory  social  welfare  services  of  the  United 
Nations  and  the  cultural  exchange  program  of  the  Department  of 
National  Defense.  National,  State,  and  local  public  and  voluntary 
agencies  and  schools  of  social  work  contributed  immeasurably  to  suc- 
cess of  this  program.  More  than  70  persons  from  other  countries 
visited  the  Bureau  to  obtain  information  on  social  welfare  develop- 
ments in  the  United  States.  At  the  request  of  Federal  and  voluntary 
agencies,  the  Bureau  provided  orientation  and  consultation  service  to 
10  Americans  who  had  overseas  assignments. 
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IMPROVING  PUBLIC  ASSISTANCE  AND  DEVELOPING 
A  COMPREHENSIVE  PUBLIC  WELFARE  PROGRAM 

As  an  integral  part  of  planning  toward  development  of  a  compre- 
hensive social  security  system,  the  Social  Secm-ity  Administration  pro- 
poses modifications  and  extensions  of  the  Social  Security  Act  designed 
to  achieve  more  nearly  adequate  public  welfare  programs  for  individ- 
uals and  families.  The  recommended  changes  are  intended  to  make  it 
possible  for  States  to  extend  coverage  and  expand  assistance  and  serv- 
ices to  meet  individual  and  family  needs,  and  to  provide  for  more 
effective  methods  of  financing  and  administration.  These  proposals 
would  assist  States  to  develop  broadly  effective,  well-balanced  public 
welfare  programs  properly  integrated  with  the  social  insurances. 
Taken  as  a  whole,  the  proposals  make  possible  the  maintenance  of  a 
basic  level  of  assistance  and  service  below  which  no  State  program 
need  fall,  and  they  provide  for  elimination  of  conditions  that  exclude 
needy  individuals  and  groups  for  reasons  essentially  unrelated  to 
program  objectives. 

Extending  Coverage 

ASSISTANCE  FOR  EVERY  NEEDY  PERSON 

The  Social  Security  Administration  recommends  extending  the  pub- 
lic assistance  provisions  of  the  Social  Security  Act  to  include  Federal 
participation  in  assistance  to  all  needy  persons.  The  purpose  would  be 
to  establish  in  all  parts  of  the  Nation  a  flexible  and  comprehensive 
assistance  system,  able  to  adjust  to  changing  social  and  economic  con- 
ditions and  to  meet  the  residual  and  emergency  needs  of  families  and 
individuals. 

For  proper  perspective  public  assistance  must  be  evaluated  in  terms 
of  economic  security  and  the  broad  income  maintenance  aspects  of 
social  security.  Adequate  earnings  from  full-time  employment  are, 
of  course,  the  chief  reliance  for  economic  security  for  most  people. 
The  social  security  system  is  primarily  concerned  with  income  mainte- 
nance through  benefits  that  permit  individuals  to  retain  a  minimum 
standard  of  living  when  faced  with  economic  and  social  hazards  that 
reduce  or  eliminate  their  earning  power.  Protection  through  the  social 
insurances  thus  should  be  the  first  recourse  for  most  people  who  are 
unable  to  work  and  earn  a  living,  and  to  make  this  possible,  the  social 
insurances  should  be  expanded  to  cover  all  employed  persons  and  all 
major  risks  of  loss  of  earnings.  Public  assistance  should  take  up  the 
slack  by  helping  needy  people  who  are  not  covered  by  social  insurance, 
whose  needs  exceed  the  insurance  benefits  they  receive,  or  whose 
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benefits  are  exhausted.  Extension  of  scope  and  coverage  of  social 
insurance  and  increase  in  benefit  levels  would  substantially  reduce  the 
residual  groups  who  must  now  rely  on  public  assistance.  To  the  extent 
that  other  public  or  private  provisions  are  inadequate  to  assure  freedom 
from  want,  public  assistance  should  be  available  to  meet  remaining 
basic  needs. 

A  serious  gap  in  public  assistance  results  from  limiting  Federal 
financial  participation  to  the  needy  aged  and  blind  and  to  certain 
dependent  children.  Many  individuals  now  excluded  are  not  signifii- 
cantly  different  from  those  receiving  assistance  under  the  Federal  act; 
for  the  most  part,  they  are  elderly,  sick,  or  otherwise  handicapped, 
or  they  are  children.  It  is  indeed  a  fine  line  that  is  drawn  between 
the  needy  eligible  individual  who  is  65  years  of  age  and  his  needy 
ineligible  neighbor,  or  even  his  wife,  aged  64.  It  is  difficult  to  draw  a 
logical  distinction  between  the  needy  blind  person  and  other  seriously 
handicapped  individuals  who  are  needy  but  not  blind;  nor  is  it  easy  to 
explain  why  some  needy  children  can  receive  aid  to  dependent  children 
while  others  are  ineligible. 

Two  important  trends  have  resulted  from  piecemeal  Federal 
participation  in  public  assistance.  First,  a  strong  tendency  exists  to 
divert  the  limited  State  and  local  funds  available  for  public  assistance 
to  the  programs  in  which  Federal  participation  is  possible.  This 
policy  is  aimed  at  obtaining  as  much  money  as  possible  in  each  State 
to  care  for  needy  people,  but  it  results  in  much  lower  expenditures  in 
many  States  for  general  assistance  than  for  the  aged,  blind,  and  some 
dependent  children.  Further,  with  inadequate  State  and  local  funds, 
general  assistance  payments  on  the  average  are  low,  vary  considerably 
among  and  within  States,  and  in  some  localities  are  practically  non- 
existent. These  two  trends  appear  to  substantiate  the  conclusions  of 
the  Council  of  State  Governments  that,  in  improving  grant-in-aid 
programs,  "National  grants  should  be  provided  on  a  broad  functional 
basis  rather  than  on  a  piecemeal  basis."  ^ 

It  seems  more  than  probable  that  assistance  needs  throughout  the 
country,  particularly  in  the  poorest  communities,  can  be  met  only  by 
using  the  fiscal  resources  of  the  Federal  and  State  governments  to 
supplement  those  of  the  localities.  With  no  Federal  funds  and  little 
or  no  State  funds  for  general  assistance  many  localities  have  had  a 
burden  they  could  not  carry,  yet  15  States  use  only  local  funds  and  in 
15  other  States,  local  funds  cover  50  percent  or  more  of  the  costs.  State 
funds  constitute  over  half  the  expenditures  for  general  assistance  in 
23  States,  among  which  11  meet  all  or  nearly  all  the  costs  from  State 
revenues. 

The  Senate  Advisory  Council  on  Social  Security  also  recommended 

^Slst  Congress,  1st  Session.    Senate  Document  No.  81,  p.  81. 
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that  Federal  grants  be  made  available  to  the  States  for  general  assist- 
ance. The  Council  believes  that  a  proposed  general  assistance  program 
should  not  be  considered  as  a  substitute  for  a  program  designed  to 
deal  with  large  scale  unemployment,  and  recommends  that  Congress 
direct  the  Federal  Security  Agency  to  study  the  comparative  merits  of 
specific  proposals  for  dealing  with  severe  unemployment.^ 

AID   TO    NEEDY    CHILDREN 

The  Social  Security  Administration  recommends  that  title  IV  of 
the  Social  Security  Act  be  amended  to  provide  for  Federal  financial 
participation  in  payments  to  parents  or  relatives  who  assume  respon- 
sibility for  the  care  of  a  needy  child  and  maintain  a  home  for  him, 
whatever  the  cause  of  his  need.  It  is  further  recommended  that  the 
definition  of  a  dependent  child  be  changed  to  include  any  needy  child 
under  the  age  of  18  whether  or  not  he  is  attending  school. 

No  nation  can  afford  to  neglect  the  well-being  of  children,  but  year 
after  year  some  children  in  the  United  States  continue  to  be  without 
adequate  support  and  care.  Meeting  their  needs  is  not  recognized 
as  equally  important  with  meeting  the  needs  of  the  aged  and  blind. 
The  consequences  of  malnutrition,  improper  housing,  and  other  depri- 
vations during  childhood  are  refiected  in  sickness  and  chronic  illness 
of  adults,  in  delinquency  and  other  social  ills  that  are  a  drain  on  the 
national  economy.  Aid  to  needy  children  is  designed  primarily  to 
strengthen  family  life  and  to  make  it  possible  for  all  children  to  live 
and  grow  and  learn  and  develop  into  maturity  in  a  setting  that  will 
help  them  to  become  responsible,  contributing  members  of  their 
community  and  country. 

The  present  program  of  aid  to  dependent  children  has  serious  limi- 
tations. Federal  funds  can  be  used  now  only  for  children  who  are 
deprived  of  parental  support  or  care  for  specified  reasons  and  who 
are  under  the  age  of  16,  or  under  18  if  regularly  attending  school. 
Further,  assistance  is  available  under  the  act  only  when  the  child  is 
living  with  a  parent  or  specified  relative.  If  a  major  objective  of 
public  assistance  programs — the  bolstering  of  family  life — is  to  be 
fully  realized,  assistance  must  reach  all  needy  children  living  in  family 
homes  in  amounts  sufficient  to  maintain  health  and  decency. 

Such  assistance  would  not  jeopardize  programs  of  voluntary  agen- 
cies because  public  assistance  is  given  only  when  persons  are  in  need; 
if  adequate  assistance  or  other  welfare  services  are  received  from  a 
voluntary  agency,  a  person  would  not  be  needy.  Voluntary  agencies 
assume  responsibility  for  providing  a  variety  of  services  and  some 
assistance  for  children.  Their  contribution  to  the  general  field  of 
child  welfare  is  significant  and  should  continue.     For  the  most  part 

'  80th  Congress,  21  Session.    Senate  Document  No.  208,  pp.  108-112,  and  178-180. 
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voluntary  agencies  support  the  philosophy  that  basic  maintenance 
should  be  made  available  by  public  agencies  using  tax  funds.  Assist- 
ance provided  by  a  voluntary  agency  reaches  a  limited  number  of 
needy  children  in  the  area  served.  The  resources  of  voluntary  agen- 
cies have  always  been  inadequate  to  meet  continuing  need  for  basic 
maintenance  of  needy  children  on  a  Nation-wide  or  even  a  State- 
wide basis.  For  example,  the  American  Legion,  while  spending  $73 
million  for  direct  aid  and  services  to  children  of  veterans  in  the  25 
years  ended  June  30,  1949,  advocates  amendments  to  the  aid  to 
dependent  children  program  that  would  result  in  meeting  the  needs 
of  a  greater  number  of  children  more  adequately.^ 

If  Federal  participation  is  extended  to  general  assistance,  aid  would 
be  available  to  all  needy  children  living  with  their  families.  Never- 
theless, the  Administration  believes  it  would  be  desirable  to  make 
the  changes  advocated  here.  If  Federal  funds  are  not  provided  for 
all  needy  persons,  it  is  essential  that  children  receive  aid  in  order 
that  they  may  remain  in  their  own  homes. 

NEEDY   BLIND    CHILDREN 

The  Social  Security  Administration  recommends  that,  as  a  condi- 
tion for  the  receipt  of  Federal  grants  under  title  X  of  the  Social 
Security  Act,  States  should  be  precluded  from  incorporating  in  their 
plans  any  age  requirement  that  prevents  needy  blind  children  from 
receiving  assistance.  The  act  authorized  Federal  participation  in  aid 
to  any  needy  blind  person,  but  22  States  impose  age  requirements 
that  render  children  ineligible.  There  are  relatively  few  blind  chil- 
dren in  the  United  States — perhaps  about  10,000 — and  those  who  are 
needy  should  have  the  assistance  they  require  in  order  to  live  in  their 
own  homes  when  this  is  possible  and  desirable. 

RESIDENCE 

Believing  that  residence  requirements  as  conditions  of  eligibility  for 
public  assistance  work  great  hardship  on  needy  persons  who  cannot 
meet  them  and  are  an  anachronism  in  modern  society,  the  Social 
Secinity  Administration  recommends  that  the  Federal  act  be  amended 
to  prohibit  in  State  plans  approved  under  the  act  the  inclusion  of 
any  residence  requirement  which  excludes  an  individual  who  resides 
in  the  State. 

American  agriculture,  industry,  and  commerce  depend  to  a  great 
extent  on  a  high  degree  of  mobility  of  population.  During  the  war 
years,  in  fact,  it  was  promoted  as  a  matter  of  national  policy  to  effect 
a  satisfactory  distribution  of  the  labor  supply.     Between  April  1947 

'Report  of  The  American  Legion  National  Child  Welfare  Commission  and  Division  to  the  Thirty-First 
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and  April  1948,  9  million  persons  changed  their  county  of  residence, 
half  of  them  moving  to  another  State.  People  move  when  and  where 
better  opportunities  for  a  livelihood  are  offered.  Inevitably  some 
persons  who  move  will  become  needy  because  of  illness  or  death  of  a 
wage  earner  or  other  causes.  They  should  not  lose  their  right  to  help, 
if,  after  crossing  State  lines,  they  find  themselves  in  want.  Assistance 
legislation  should  be  geared  to  the  realities  of  an  ever-shifting 
population. 

The  Social  Security  Act  now  permits  States  to  impose  residence 
requirements  if  they  wish  but  hmits  the  length  of  residence  that  may 
be  required  if  a  State  is  to  qualify  for  Federal  funds.  A  State  plan 
for  old-age  assistance  or  aid  to  the  blind  may  not  require  residence  in 
a  State  for  more  than  5  of  the  9  years  immediately  preceding  applica- 
tion and  1  year  continuously  before  fihng  an  application.  For  aid  to 
dependent  children,  the  maximum  requirement  is  1  year  of  residence 
for  the  child  immediately  preceding  application  or,  if  the  child  is  less 
than  a  year  old,  birth  in  the  State  and  continuous  residence  by  the 
mother  in  the  State  for  a  year  preceding  the  birth.  Some  States  have 
adopted  substantially  these  same  stipulations  as  minimum  require- 
ments for  eligibility.  Many,  on  the  other  hand,  have  requirements 
lower  than  the  maximum  permitted  in  the  Social  Security  Act.  A  few 
no  longer  specify  any  period  of  residence  as  an  eligibility  requirement. 
There  is  no  evidence  that  reduction  or  elimination  of  residence 
requirements  in  these  States  has  led  to  an  influx  of  needy  persons  from 
other  States. 

The  Senate  Advisory  Council  on  Social  Security,  stating  that 
residence  and  settlement  provisions  are  socially  unjustifiable,  recom- 
mended abolition  of  residence  requirements  for  aid  to  dependent 
children  and  aid  to  the  blind  and  the  prohibition  of  residence  require- 
ments for  general  assistance;  it  believes  that  States  should 
be  authorized  to  impose  a  residence  requirement  of  not  more  than  1 
year  for  old-age  assistance. 

CITIZENSHIP 

The  Social  Security  Administration  believes  that  needy  persons 
who  are  noncitizens  and  otherwise  eligible  should  be  able  to  qualify 
for  assistance  and  recommends  that,  as  a  condition  for  the  receipt  of 
Federal  funds,  a  State  should  be  prohibited  from  establishing  citizen- 
ship as  a  requirement  for  eligibility.  A  State  may  now  receive 
Federal  funds  for  assistance  to  needy  noncitizens,  but  some  States 
make  citizenship  an  eligibility  requirement.  In  June  1949,  citizenship 
was  a  condition  of  eligibility  for  old-age  assistance  in  15  States,  for 
aid  to  the  blind  in  four  States,  and  for  aid  to  dependent  children  in 
one  State.     Citizenship,  or  a  long  period  of  residence  in  lieu  of  citizen- 
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ship,  was  a  requirement  to  receive  old-age  assistance  in  seven  addi- 
tional States  and  aid  to  the  blind  in  one  State. 

AID   TO   PUERTO    RICO   AND   THE    VIRGIN    ISLANDS 

Though  need  is  widespread  in  Puerto  Rico  and  the  Virgin  Islands 
and  the  fiscal  resources  of  the  islands  are  insufficient  to  enable  them 
to  meet  more  than  a  fraction  of  need,  Federal  funds  are  not  available 
to  help  them  in  financing  old-age  assistance,  aid  to  dependent  children, 
and  aid  to  the  blind.  On  the  other  hand,  both  Puerto  Rico  and  the 
Virgin  Islands  receive  funds  under  the  Social  Security  Act  for  maternal 
and  child  welfare  and  for  public  health  services.  In  the  judgment  of 
the  Social  Security  Administration,  all  provisions  of  the  Social  Security 
Act  relating  to  public  welfare  should  be  extended  to  include  Puerto 
Rico  and  the  Virgin  Islands.  Both  have  enacted  legislation  and 
established  plans  of  operation  that  would  enable  them  to  qualify 
quickly  for  grants  if  the  assistance  titles  of  the  act  were  extended  to 
them. 

Expanding  Assistance  and  Services 

SOCIAL  WELFARE   SERVICES   FOR  FAMILIES   AND  INDIVIDUALS 

As  one  important  means  of  strengthening  the  family  as  the  basic 
unit  in  American  society,  the  Social  Security  Administration  recom- 
mends extension  of  Federal  financial  participation  to  social  welfare 
services  which  are  required  by  substantial  numbers  of  families  and 
individuals  and  which  are  usually  beyond  the  capacity  of  voluntary 
agencies  to  finance  on  a  large  scale.  The  Administration  believes 
that  in  time  such  public  social  services  should  be  provided  to  families 
and  individuals  requesting  them  in  all  communities  of  the  Nation. 
This  goal  can  be  fully  realized  only  as  additional  personnel  can  be 
equipped  to  render  service  of  professional  quality,  and  to  this  end, 
this  report  contains  proposals  relating  to  training  of  personnel. 

Costs  involved  in  determining  original  and  continuing  eligibility 
and  amount  of  payment,  issuance  of  payments  to  recipients,  and  other 
services  attendant  to  the  provision  of  assistance,  have  been  subject 
to  Federal  financial  participation  since  1936.  A  State  cannot  claim 
Federal  funds  for  services  to  needy  persons  who  do  not  fall  within  the 
scope  of  the  three  categorical  programs,  who  are  eligible  for  a  special 
type  of  aid  but  require  help  that  is  unrelated  to  theu-  financial  need, 
or  who  are  self-supporting  but  seek  help  in  meeting  personal  or  family 
problems.  In  proposing  that  public  agencies  assume  greater  respon- 
sibility for  family  and  individual  welfare  services,  it  is  recognized 
that  such  services  are  available  in  some  localities  under  the  auspices 
of  voluntary  agencies.     Private  family  welfare  agencies  provide  quali- 
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fied  professional  service  in  a  number  of  communities  to  limited  num- 
bers of  people.  Where  they  exist,  their  function  is  usually  stimula- 
tion and  leadership  in  the  family  welfare  field,  providing  a  highly 
skilled  service  to  selected  families  or  individuals,  or  meeting  the  social 
service  needs  of  sectarian  or  other  designated  groups.  Such  private 
agencies  seldom,  if  ever,  attempt  to  meet  all  the  welfare  needs  in  any 
community.  As  has  been  stated  by  the  Family  Service  Association 
of  America,  the  national  standard-setting  organization  in  the  field  of 
family  social  work,  "Public  and  voluntary  agencies  must  continue  to 
assess  the  unmet  social  needs  in  the  community  and  to  plan  together 
how  these  needs  can  be  met.  The  family  social  work  program  of  a 
community  is  based  upon  the  contributions  of  both."^ 

Social  welfare  services  for  families  and  individuals  cover  many  ac- 
tivities that  fall  into  two  general  classifications:  specific  service 
projects  or  operating  programs  designed  to  meet  needs  of  particular 
groups  of  people  with  similar  problems  or  to  serve  the  community 
as  a  whole;  and  individualized  services,  called  case  work,  provided 
by  one  social  worker  to  or  on  behalf  of  one  individual  or  family 
group. 

In  the  first  classification,  activities  that  might  be  undertaken  by  a 
public  welfare  department  include:  (1)  licensing  and  supervising  foster 
homes  and  institutions  for  care  and  maintenance  of  the  aged  and 
handicapped;  (2)  training  and  supervising  homemakers  and  assigning 
them  to  families  that  cannot  afford  to  pay  for  such  service  at  going 
rates  and  while  lack  of  services  threatens  the  stability  and  security 
of  their  family  life;  (3)  specialized  educational  and  occupational  ac- 
tivities for  the  disabled  in  their  own  homes,  to  enable  them  to  master 
the  daily  routine  of  living  and  to  become  as  mobile,  independent,  and 
occupied  as  their  handicaps  permit;  (4)  participation  and  leadership 
in  community  organization,  especially  in  rural  areas,  designed  to 
stimulate  the  development  of  local  resources  in  education,  health,  and 
social  welfare;  and  (5)  occupational  and  recreational  programs 
adapted  to  groups  with  special  needs  such  as  the  aged.  The  character 
and  extent  of  projects  and  programs  that  might  be  organized  would 
depend  on  needs  of  the  community  and  availability  of  existing  private 
or  public  resources  to  meet  these  needs. 

The  second  classification  of  social  welfare  services  for  families  and 
individuals — case  work — is  by  far  the  most  common  kind  of  activity 
to  be  found  in  any  private  or  public  welfare  agency.  Paraphrasing 
a  description  of  case  work  written  by  a  committee  of  social  workers 
and  public  relation  specialists,  case  work  is  a  method  of  helping  a 
troubled  person  to  understand  what  is  causing  his  personal  or  family 
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problems  and  to  find  inside  himself,  in  the  home,  or  in  health  and 
welfare  agencies  the  resom-ces  to  rebuild  his  or  his  family's  life.^° 

MEDICAL   ASSISTANCE 

Elsewhere  in  this  report  the  Social  Security  Administration  recom- 
mends establishment  of  medical  care  insurance  under  which  workers 
contribute  toward  prepaying  costs  of  medical  services  for  themselves 
and  their  families.  If  such  a  system  is  established,  provision  should 
be  made  to  permit  assistance  agencies  to  pay  contributions  into  the 
insurance  fund  so  that  recipients  of  assistance  could  be  eligible  for 
the  same  medical  services  as  wage  earners. 

Medical  assistance  is  a  method  of  paying  for  medical  services, 
including  money  payments  to  recipients  of  assistance  and  payments 
made  directly  to  persons,  agencies,  or  institutions  providing  medical 
service  to  such  recipients.  Medical  care,  on  the  other  hand,  is  the 
actual  medical  service  provided  by  practitioners,  hospitals,  clinics,  etc. 
Medical  care  is  the  responsibility  of  the  medical  profession  and  should 
be  provided  through  health  agencies.  To  the  extent  that  medical 
care  is  available  to  needy  people  through  health  agencies,  or  the  costs 
of  such  care  are  covered  by  health  insurance,  pubhc  assistance  agen- 
cies will  be  relieved  of  the  necessity  of  providing  medical  assistance. 
Through  grants-in-aid  administered  by  the  Pubhc  Health  Service, 
medical  services  provided  by  State  health  agencies  are  being  strength- 
ened, additional  medical  and  nursing  personnel  trained,  and  the  con- 
struction of  hospital  facilities  stimulated.  This  report  recommends 
elsewhere  extension  of  Federal  legislation  and  increase  in  appropria- 
tions to  enable  State  health  agencies  to  develop  progressively  their 
programs  for  maternal  and  child  health  and  crippled  children.  For 
the  time  being,  however,  unmet  need  for  medical  care  among  recipients 
of  public  assistance  is  so  acute  that  pubhc  assistance  agencies  are 
forced  to  make  money  available  to  pay  some  part  of  its  costs. 

For  this  reason,  in  order  to  help  States  to  provide  medical  assistance, 
the  Social  Security  Administration  recommends:  (1)  extension  of  Fed- 
eral grants-in-aid  for  pubhc  assistance  to  include  payments  made 
directly  to  practitioners,  institutions,  or  agencies  (including  prepay- 
ment group  health  plans)  supplying  medical  care  to  needy  persons 
when  medical  services  are  not  otherwise  available;  and  (2)  amend- 
ment of  titles  I  and  X  of  the  act  to  permit  Federal  sharing  in  assistance 
to  or  the  cost  of  care  for  persons  who  live  in  public  medical  care  insti- 
tutions other  than  those  for  tuberculosis  and  mental  diseases.  Money 
thus  made  available  in  the  form  of  medical  assistance,  we  believe, 
would  act  as  a  further  stimulus  to  States  and  localities  to  develop 

w  Paradise,  Viola.  Toward  Public  Understanding  of  Casework.  Russell  Sage  Foundation.  New  York. 
1948.    pp.8»-01. 
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more  nearly  adequate  facilities  for  providing  medical  care  and  to 
make  a  wider  range  of  medical  services  available  to  needy  people. 
These  recommendations  are  in  general  accord  with  those  of  the 
Senate  Advisory  Council  on  Social  Security. 

For  a  large  proportion  of  recipients  of  assistance,  the  need  for 
medical  care  is  as  basic  as  the  need  for  food,  shelter,  and  clothing. 
The  aged  are  likely  to  suffer  from  chronic  diseases,  disabilities,  and 
infirmities.  By  the  nature  of  their  disability,  the  blind  frequently 
require  medical  attention.  Preventive  and  curative  medical  and 
dental  services  should  be  available  to  all  children.  Many  States  are 
making  serious  efforts  to  help  recipients  to  receive  medical  care,  often 
bearing  a  substantial  share  of  the  cost. 

Present  assistance  provisions  of  the  Social  Security  Act  have  a 
limiting  effect  on  the  ability  of  the  States  to  provide  medical  assist- 
ance. Maximums  on  individual  payments  often  make  it  impossible 
for  the  State  agency  to  make  money  payments  large  enough  to  cover 
medical  bills,  especially  when  these  costs  are  substantial.  The  change 
from  an  individual  to  an  average  maximum,  recommended  elsewhere, 
would  somewhat  alleviate  this  problem  for  States  that  do  not  now 
reach  the  average  maximum  and  are  able  to  spend  more  money  for 
this  purpose. 

Because  of  maldistribution  of  medical  facilities  and  services  in  some 
places  and  because  of  administrative  difficulties  involved  in  meeting 
medical  costs  through  the  assistance  payment.  States  would  find  it 
easier  to  help  needy  persons  secure  medical  care  if  Federal  financial 
participation  were  made  available  for  direct  payments  to  persons  or 
institutions  providing  medical  care.  States  could  then  elect  to  provide 
medical  assistance  through  the  money  payment  or  direct  payments, 
whichever  procedure  is  more  effective  in  an  individual  case.  Use  of 
direct  payments  would  give  the  assistance  agency  accurate  data  about 
the  proportion  of  assistance  funds  spent  for  medical  care.  This 
information  would  be  an  index  to  the  volume  and  costs  of  medical 
services  for  the  needy,  and  also  would  reveal  the  extent  to  which 
costs  of  medical  care  are  now  hidden  in  expenditures  considered  by  a 
community  as  maintenance. 

Chronic  illness  affects  all  age  groups,  but  is  especially  common 
among  the  aged  and  people  of  low  income.  Many  of  the  chronically 
ill  should  not  or  cannot  remain  at  home.  Costs  of  chronic  care  are 
serious.  Private  institutions  are  too  few  to  accommodate  all  the 
people  needing  medical  care,  nor  can  private  facilities  assume  the 
financial  burden.  Additional  local,  State,  and  Federal  funds  are 
necessary  to  solve  this  problem.  For  the  aged  and  blind,  the  Federal 
Government  can  now  participate  in  money  payments  to  persons 
needing  long-time  care  in  medical  institutions  only  if  they  are  in 
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private  institutions,  and  then  only  up  to  the  maximums  on  individual 
monthly  payments.  A  State  may  now  claim  Federal  sharing  in 
payments  to  persons  receiving  medical  care  in  pubhc  medical  institu- 
tions for  a  temporary  period  only. 

The  scope  of  medical  services  for  which  money  is  supphed  or  re- 
sponsibiHty  for  payment  assumed  by  welfare  agencies  varies  greatly 
from  State  to  State.  Some  States  provide  comparatively  Uttle 
medical  assistance  and  a  few  States  provide  none  except  in  emergencies. 
In  1946,  in  the  20  States  for  which  there  is  such  information,  average 
monthly  expenditures  for  medical  assistance  per  assistance  case  ranged 
from  $0.52  to  $12.08  for  old-age  assistance  and  from  $0.50  to  $6.44 
in  aid  to  dependent  children.  The  high  average  of  $12.08  occurred 
in  a  State  that  has  relatively  adequate  facihties  for  nursing-home  care 
and  was  able  to  pay  for  care  of  aged  recipients  who  needed  it.  Costs 
are  undoubtedly  higher  today.  In  general.  States  whose  financial 
resources  are  small  can  finance  only  limited  medical  assistance.  In 
such  States,  medical  assistance  for  dependent  children  is  particularly 
Umited,  and  low  Federal  maximums  in  that  program  do  not  contribute 
to  expansion. 

The  general  assistance  load  for  many  years  has  been  heavily 
weighted  with  the  ill  and  the  handicapped.  If  Federal  grants  are 
authorized  for  general  assistance,  the  provisions  recommended  above 
should  be  incorporated  in  the  legislation  for  this  type  of  aid. 

Financing 

SPECIAL   FEDERAL   AID 

The  Council  of  State  Governments,  acting  as  a  task  force  of  the 
Commission  on  Organization  of  the  Executive  Branch  of  the  Govern- 
ment on  the  subject  of  Federal-State  relations  and  using  grant-in-aid 
programs  as  one  focus  of  study,  concludes,  "National  grants  should 
help  support  a  Nation-wide  level  of  government  services  which  will 
be  acceptable  as  a  National  standard.  To  this  end,  the  grants  should 
be  apportioned  to  relate  as  closely  as  possible  to  (a)  the  need  for  the 
service  within  the  individual  States  and  (b)  the  capacity  of  the 
individual  States  to  finance  the  service  without  disproportionate  tax 
burdens." 

These  findings  of  the  Council  of  State  Governments  support  the 
recommendation  that  the  Social  Security  Administration  has  made 
for  several  years  and  continues  to  make,  namely,  that  the  basis  of 
Federal  financial  participation  in  assistance  payments  should  be 
modified  by  using  a  formula  for  distribution  of  funds  to  States  that 
varies  the  Federal  share  of  assistance  and  administrative  costs  with 
economic  capacity  of  the  State  as  well  as  with  the  extent  of  need  within 
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the  State.  If  the  programs  are  broadened  to  include  other  services 
and  assistance  recommended  in  this  report,  such  special  Federal  aid 
to  States  with  less  resources  should  be  applied  on  the  same  basis  to 
the  added  programs. 

The  Senate  Advisory  Council  on  Social  Security,  on  the  other  hand, 
believes  that  the  present  method  of  financing  provides  sufficient 
guarantee  that  the  States  with  smaller  resources  receive  a  proportion- 
ately larger  share  of  Federal  funds.  The  report  of  the  Advisory 
Council  emphasizes  the  need  for  tax  reform  to  promote  the  greatest 
possible  financial  self-sufficiency  and  harmonious  fi^scal  policy  among 
the  various  governmental  units.  The  Advisory  Council  recognizes 
that,  "Under  the  best  possible  division  of  fiscal  responsibility,  however, 
there  will  remain  wide  differences  in  the  available  tax  and  revenue 
resources  of  the  States  and  localities,"  and  recommends  that,  "Federal 
participation  in  financing  old-age  assistance,  aid  to  dependent  children 
and  aid  to  the  blind  should  be  continued  on  a  basis  whereby  the 
Federal  Government  will  pay  a  higher  proportion  of  the  total  cost  of 
assistance  in  the  low-income  States  than  in  those  with  high  per 
capita  income." 

The  present  method  of  financing,  as  continued  under  the  1948 
amendments,  relates  Federal  participation  to  levels  of  payment. 
Experience  proves  that  this  method  does  not  take  full  account  of  the 
extent  of  need  within  the  States  or  the  capacity  of  the  States  to  finance 
public  assistance  without  disproportionate  tax  burdens.  The  agricul- 
tural States,  10  of  which  were  lowest  in  per  capita  income  in  1947, 
carry  an  extra  burden  of  needy  persons  not  covered  by  old-age  and 
survivors  insurance  out  of  proportion  to  that  of  industrial  States. 
This  would  be  gradually  eliminated,  of  course,  if  old-age  and  survivors 
insurance  is  extended  to  cover  agricultural  workers,  as  recommended 
elsewhere  in  this  report.  Nevertheless,  the  lower  the  average  income 
within  a  State,  the  less  is  it  possible  for  citizens  to  save  for  illness, 
old  age,  and  other  adversities  and  need  for  public  assistance  therefore 
is  likely  to  vary  among  the  States  according  to  prevailing  levels  of 
income. 

As  the  Senate  Advisory  Council  points  out,  under  present  pro- 
visions of  the  act  the  rate  of  Federal  financial  participation  in  some 
low-income  States  is  above  the  national  average  and  higher  than  in 
some  States  with  greater  resources.  This  relationship  will  obtain, 
however,  only  so  long  as  individual  payments  in  the  low-income  States 
remain  at  their  present  low  levels.  Under  all  programs,  the  Federal 
share  of  assistance  payments  is  closely  related  to  the  average  monthly 
payment  per  recipient;  the  lower  the  average  payment,  the  higher  the 
rate  of  Federal  participation.  In  States  where  the  average  monthly 
payment  for  old-age  assistance  is  less  than  $30,  the  Federal  share  is 
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approximately  70  percent  or  more.  At  the  other  extreme  are  the 
States  where  the  average  payment  is  $50  or  more  and  the  Federal 
share  is  less  than  55  percent.  Because  average  payments  tend  to  be 
low  in  States  with  low  per  capita  income  and  vice  versa,  the  Federal 
share  appears  to  be  related  to  income-status  of  the  State  when  in 
fact  it  is  not.  If  the  levels  of  assistance  in  the  lower  income  States 
were  to  approach  the  average  for  the  Nation,  the  percent  of  Federal 
participation  would  faU  and  the  State  and  local  share  would  increase. 
Since  many  of  these  States  have  not  the  financial  resources  for  greater 
State  expenditures,  more  nearly  adequate  assistance  payments  cannot 
be  assured  in  low-income  States  under  the  present  formula. 

MAXIMUMS 

In  order  to  provide  for  greater  consistency  and  balance  in  the 
administration  of  the  programs,  the  Social  Security  Administration 
recommends  the  adoption  of  higher  maximums  for  the  aid  to  dependent 
children  program  and  provision  for  participation  in  meeting  needs 
of  the  relative  or  relatives  who  are  caring  for  the  child.  Federal 
maximums  for  aid  to  children  have  never  been  realistically  related  to 
what  families  with  dependent  children  need  to  live  on.  Though  the 
Federal  Government  wiU  contribute  as  much  as  $30  to  a  monthly 
payment  for  an  aged  or  blind  individual,  and  $60  for  two  such  persons 
in  a  family,  it  provides  at  most  only  $16.50  monthly  for  one  dependent 
child  and  $28.50  for  two  such  chUdren.  Also,  although  the  act 
requires  that  a  child  have  a  parent  or  relative  in  his  home  to  care  for 
him,  no  provision  is  made  for  Federal  participation  in  meeting  needs 
of  the  parent  or  relative  supplying  such  care.  In  addition,  incapacity 
of  a  parent  is  included  in  the  act  as  a  factor  in  eligibility,  but  no 
provision  is  made  for  meeting  needs  of  an  incapacitated  parent  living 
in  the  home.  The  Administration  believes  that  greater  adequacy  in 
Federal  participation  in  public  assistance  for  children  is  requisite  to 
the  development  of  balanced  and  adequate  State  programs.  The 
Senate  Advisory  Council  on  Social  Security  vigorously  recommended 
this  action. 

In  relation  to  all  public  assistance  programs,  present  or  suggested, 
it  would  be  desirable  if  the  maximum  amount  in  which  the  Federal 
Government  will  participate  were  related  to  an  average  amount  per 
recipient  rather  than  to  individual  payments.  This  change  would 
simphfy  and  make  more  consistent  the  basis  for  determining  the  Fed- 
eral share  of  assistance  payments.  Under  the  1946  and  1948  amend- 
ments, this  share  is  based  on  an  average  amount  per  recipient  except 
that  the  amount  subject  to  Federal  participation  is  hmited  by  maxi- 
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mums  on  individual  payments.  Use  of  an  average  per  recipient  would 
permit  States  greater  flexibility  in  meeting  need  as  it  actually  exists 
without  loss  of  Federal  participation.  Within  the  State  average, 
States  could  balance  low  payments  made  to  recipients  with  some 
income  against  higher  payments  that  include  provision  for  expensive 
medical  assistance,  institutional  care,  emergency  expenses  and  other 
special  needs  that  cannot  now  be  met  except  from  State  or  local  funds. 
The  importance  of  such  a  provision  in  reducing  time-consuming  and 
expensive  fiscal  records  at  both  the  local  and  State  level  should  not 
be  disregarded. 

STATE   DISTRIBUTION    OF   FEDERAL   AND    STATE   FUNDS 

The  Social  Security  Administration  recommends  that,  as  a  condition 
of  plan  approval,  a  State  should  be  required  to  provide  for  the  appor- 
tionment of  Federal  and  State  funds  within  the  State  in  a  manner  that 
enables  eligible  persons  in  all  localities  to  receive  assistance  promptly 
at  a  standard  of  economic  security  established  by  the  State  for  all 
recipients  of  assistance.  This  requirement  means  that  the  State 
agency  must  exercise  control  over  the  total  amounts  made  available 
for  categorical  assistance  and  administration  in  each  locality.  The 
proposal  would  strengthen  the  present  requirement  by  specifying  a 
method  by  which  such  control  must  be  exercised. 

It  is  implicit  in  the  Federal  act  that,  within  a  State,  methods  of 
administration  shall  result  in  equitable  treatment  of  all  needy  eligible 
persons.  Equitable  administration  can  be  assured  only  if  eligible 
persons  in  all  localities  of  the  State  promptly  receive  assistance  pay- 
ments based  on  State  standards  uniformly  applied.  The  relative 
number  of  needy  persons  varies  from  locality  to  locality  within  a 
State.  Localities  also  vary  considerably  in  their  fiscal  ability  to  meet 
a  share  of  the  costs  of  assistance  and  administration.  Therefore 
provision  should  be  made  to  pool  Federal  and  State  funds  to  make 
special  aid  available  to  the  localities  with  least  resources. 

Control  and  equitable  apportionment  of  funds  among  the  localities 
poses  a  problem  for  States  in  which  localities  share  the  cost  of  assist- 
ance and  administration.  Attempts  of  States  to  meet  this  problem 
by  means  of  local  tax  levies  at  fixed  rates,  or  by  establishing  the  local 
share  as  a  fixed  percentage  of  the  non-Federal  share  or  of  total  costs 
of  assistance  in  a  locality,  have  not  provided  sufficient  funds  in  local- 
ities with  least  resources.  An  equalization  plan  for  the  best  use  of 
State  and  Federal  funds  appears  necessary  to  assure  equitable  admin- 
istration, and  some  States  will  have  to  amend  their  legislation  to 
provide  an  effective  distribution  plan. 
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Administration 

TRAINING 

In  view  of  the  serious  lack  of  trained  persons  available  for  employ" 
ment  in  public  welfare  departments,  the  Social  Security  Administra- 
tion believes  that  the  Federal  act  should  be  amended  to  enable  the 
Federal  Government  to  aid  in  increasing  the  supply  of  adequately 
qualified  personnel.  Specifically,  we  recommend  that  the  act  author- 
ize the  appropriation  of  funds  to  the  Federal  Security  Administrator 
for  the  purpose  of  cooperating  with  State  agencies  administering 
public  welfare  programs  in  developing  and  carrying  out  appropriate 
staff  development  programs.  Further,  the  act  should  authorize  the 
allocation  of  funds  to  States  to  cover  the  cost  of  staff  training  programs 
and  special  training  projects  the  plans  for  and  cost  of  which  are  evalu- 
ated in  accordance  with  objective  standards  and  approved  by  the 
Social  Security  Administration." 

During  the  past  two  decades  there  has  been  a  vast  expansion  in 
social  services  furnished  to  needy  people  by  pubhc  welfare  agencies. 
In  the  same  period,  the  supply  of  trained  personnel  needed  to  perform 
these  services,  although  increasing  somewhat,  has  been  acutely  short  of 
meeting  requirements.  As  a  result,  agencies  have  had  to  recruit  large 
numbers  of  persons  without  professional  and  technical  qualifications 
for  whom  training  on  the  job  must  be  provided.  Of  specific  concern 
to  State  agencies  has  been  the  lack  of  trained  social  workers  at  the 
local  level,  where  responsibility  rests  for  dealing  directly  with  problems 
that  affect  sick,  troubled,  and  underprivileged  men,  women,  and 
children.  About  20,000  persons  are  employed  in  this  capacity  in 
State  agencies.  A  recent  study  of  social  work  salaries  and  working 
conditions  in  Michigan  revealed  that  at  least  half  of  the  workers  in 
social  work  positions  had  received  bachelor's  degrees  and  thus  were 
fuUy  qualified  to  undertake  graduate  study  in  social  work.  Only 
two-fifths  of  the  workers  had  ever  taken  any  graduate  social  work 
courses.  Less  than  one-third  of  the  workers  who  had  undertaken 
graduate  study  had  completed  requirements  for  a  graduate  degree  in 
social  work.  Since  salaries  paid  in  Michigan  are  higher  than  those  in 
most  other  States,  it  seems  likely  that  the  data  for  Michigan  overstate 
the  extent  to  which  public  assistance  agencies  in  general  are  manned 
with  trained  social  work  personnel. 

Training  activities  under  the  proposed  plans  may  be  anticipated 
to  include:  (1)  maintaining  demonstration  projects  participated  in 
by  staff  of  one  or  more  State  agencies,  the  results  of  which  would  be 
analyzed  and  published  for  use  of  all  States;  (2)  conducting  seminars, 


11  This  recommendation  is  applicale  also  to  child  welfare,  discussed  elsewhere  in  this  report. 
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institutes,  or  study  groups  for  State  and  Federal  personnel  in  selected 
positions  to  study  new  subject  matter  or  special  areas  of  agency  oper- 
ations, and  sharing  the  results  of  such  activities  through  joint  con- 
sultation and  publication  of  reports;  (3)  stimulating  exchange  of  per- 
sonnel among  States  and  between  States  and  Federal  agencies  in  order 
to  benefit  from  advancements  in  programs  and  to  orient  specialized 
and  administrative  personnel;  (4)  producing  and  distributing  visual 
aids  concerning  such  subjects  as  special  aspects  of  interviewing  as 
related  to  public  welfare  and  efficient  methods  of  preparing  pay  rolls 
and  issuing  payments  to  recipients  of  pubHc  assistance;  (5)  augment- 
ing the  content  and  improving  the  use  of  State  and  local  libraries  of 
technical  literature;  (6)  providing  educational  leave  and  scholarships 
administered  by  States  for  State  personnel  and  by  the  Social  Security 
Administration  for  its  personnel;  and  (7)  study  and  analysis  of  special 
problems  related  to  public  welfare  administration  by  specialists  with 
pubHcation  of  the  results.  The  greater  part  of  the  activity  under 
such  a  training  plan  would  take  place  in  and  among  State  agencies 
using  funds  allocated  for  specific  purposes  according  to  approved 
plans.  Nevertheless,  a  program  of  this  kind  would  require  additional 
regular  staff  within  the  Social  Security  Administration  to  approve  and 
coordinate  plans,  to  participate  in  State  programs  as  requested,  and 
to  facilitate  exchange  of  experience  among  the  States,  schools  of  social 
work,  and  national  agencies. 

STANDARDS    FOR    INSTITUTIONAL    CARE 

To  protect  residents  of  institutions  from  inadequate  care  under  un- 
satisfactory conditions,  the  Social  Security  Administration  recom- 
mends that,  as  a  condition  of  plan  approval,  the  Federal  act  require 
States  to  designate  an  appropriate  authority  or  authorities  to  establish 
and  maintain  suitable  standards  for  all  types  of  facilities  specified  in 
the  State  plan  as  institutions  in  which  persons  may  live  and  receive 
public  assistance.  Facilities  that  are  available  for  care  and  mainte- 
nance of  the  infirm  and  chronically  ill  are  frequently  unlicensed  and 
unsupervised  and  too  often  operate  more  for  the  profit  of  the  owner 
than  for  the  welfare  of  sick  or  aged  residents.  Conditions  in  some  of 
these  homes  and  institutions  actually  result  in  serious  neglect  of 
patients.  Until  States  impose  and  enforce  minimum  standards  on 
such  institutions,  residents  will  not  be  assured  even  minimum  ade- 
quate care.  The  Senate  Advisory  Committee  on  Social  Security 
makes  this  same  recommendation. 

CONTROL   OF    RECIPIENTS'    PROPERTY 

The  Social  Security  Administration  recommends  that,  as  a  condi- 
tion of  receiving  Federal  grants.  States  should  be  prohibited  from 
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requiring  transfer  of  title  or  control  of  an  applicant's  or  recipient's 
real  or  personal  property  to  the  State  or  locality.  Such  a  provision 
would  not  prevent  a  State  from  making  recovery  from  the  estate  of  a 
deceased  recipient,  from  imposing  a  lien  to  secure  the  State's  claim  if 
the  recipient  retained  title  to  and  control  of  the  property,  or  from 
establishing  the  maximum  value  of  property  that  an  individual  may 
continue  to  own  while  receiving  public  assistance. 

Many  State  laws  enable  the  State  to  recover  the  value  of  assistance 
granted.  Some  States  assure  recovery  to  their  satisfaction  through 
procedures  that  do  not  require  a  recipient  to  transfer  control  of  his 
property  to  the  State  or  locality.  A  few  State  laws,  as  a  condition  of 
eligibility  for  assistance,  require  a  needy  individual  to  transfer  title 
or  control  of  property  he  owns  to  the  State  or  locality.  In  some  in- 
stances this  requirement  applies  to  personal  property,  such  as  small 
savings  accounts  and  insurance  policies,  as  well  as  to  real  property. 
Under  this  system  of  recovery,  elaborate  and  expensive  procedures  are 
instituted  for  collecting  assistance  granted.  Compulsory  transfer  of 
control  of  property  in  order  to  qualify  for  assistance  violates  a  cardinal 
principle  on  which  the  Social  Security  Act  is  based — that  needy  persons 
should  not  be  differentiated  by  reason  of  their  need  and  that  recipients 
of  assistance  have  the  same  right  of  self-determination  in  the  use  of 
their  resources  as  others  in  the  community. 

Study  of  Family  Life 

Nation-wide  concern  is  being  expressed  repeatedly  over  failure  to 
reverse  the  forces  that  have  devastating  effects  on  familiy  solidarity 
and  security.  Programs  of  many  agencies  of  the  Federal  Govern- 
ment are  related  to  and  affect  family  life,  the  responsibilities  of  the 
Federal  Security  Agency  being  especially  devoted  to  alleviating  prob- 
lems that  attack  the  family.  Yet  no  one  agency  of  government  is 
charged  with  studying  family  life  and  bringing  together  the  multiple 
governmental  services  in  a  coordinated  effort  to  deal  with  these  prob- 
lems. The  Social  Security  Administration  believes  that  the  Congress 
should  authorize  the  Federal  Security  Agency  to  devote  special  study 
to  family  life,  to  analyze  the  factors  that  weaken  family  solidarity, 
to  evaluate  the  facilities  and  services  that  help  to  strengthen  the 
family,  and  to  stimulate  public  and  private  agencies  to  work  together 
in  a  coordinated  approach  to  developing  community  facilities  and 
services  that  will  aid  families  in  coping  with  their  problems. 
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Children's  Bureau 

CHILDREN  IN  THE  UNITED  STATES 

Thanks  to  a  continued  high  birth  rate  and  a  steadily  falHng  death 
rate,  the  child  population  in  the  United  States  increased  from  45 
million  under  18  years  of  age  in  1947  to  46.2  million  in  1948.  This 
is  the  largest  number  of  children  the  Nation  has  ever  had.  It  is 
5  million  greater  than  the  child  population  in  1940.  Children,  in 
1948,  made  up  almost  one-third  (31.4  percent)  of  the  Nation's  147 
million  citizens. 

The  significance  of  the  huge  postwar  increase  in  the  number  of 
children  shows  up  more  strikingly  in  this  breakdown  of  the  1948  child 
population  by  age  groups: 

Under  age  5 16,000,000  or  4,600,000  (40%)  more  than  in  1940. 

Ages  5  through  9 12,900,000  or  2,200,000  (21%)  more  than  in  1940. 

Ages  10  through  14 10,900,000  or     800,000  (  7%)  fewer  than  in  1940. 

Ages  15  through  17 6,400,000  or  1,000,000  (13%)  fewer  than  in  1940. 

Immediately,  the  great  pressure  on  health,  education,  and  social 
services  comes  from  children  under  10  years  of  age,  and  especially 
from  preschool  children.  In  another  5  years,  the  pressure  wiU  be  for 
expansion  in  services  for  the  whole  range  of  elementary  school-age 
children. 

The  Children's  Bureau  is  concerned  with  the  well  being  of  all  children 
in  the  Nation.  Under  the  act  of  1912  which  created  it,  the  Bureau 
is  directed  to  investigate  and  report  "...  upon  all  matters  pertain- 
ing to  the  welfare  of  children  and  child  life  among  all  classes  of  our 
people  .  .  .  ."  Under  the  Social  Security  Act,  passed  originally  in 
1935  and  amended  in  1939  and  1946,  the  Children's  Bureau  carries 
responsibility  for  helping  the  States  to  extend  and  improve  their 
health  and  welfare  services  for  children  through  administering  grants 
grants  for  such  services. 

Births 

Registered  live  births  in  1948,  which  totaled  3,559,000  (provisional) 
were  the  second  largest  number  for  any  year  in  this  country.  The 
rate  was  24.4  per  1,000  population.  Record  year  for  number  of 
births  was  1947,  with  3,699,940.  Comparisons  of  1947  with  1940, 
when  births  totaled  2,360,399  and  the  rate  was  17.9,  give  some 
measure  of  the  phenomenal  increase  that  has  taken  place  in  postwar 
years.  Between  these  years,  15  States  had  increases  of  50  percent  or 
more  in  their  birth  rates;  15  had  increases  from  40  to  50  percent;  14, 
from  30  to  40  percent;  and  4,  from  20  to  30  percent.     Increases  were 
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greatest  in  those  areas  which  for  many  years  had  had  comparatively 
low  birth  rates. 

Families  With  Children 

Heaviest  responsibility  for  the  rearing  of  the  Nation's  children 
continues  to  be  borne  by  relatively  few  families.  In  1948,  there  were 
37.3  million  families  in  the  United  States.  Sixteen  milHon  of  them 
had  no  children  under  18  years  of  age.  Nine  milhon  had  one  child; 
6  million  had  two  children;  3  milhon  had  three  children;  and  under 
3  million  had  four  or  more  children.  About  half  the  Nation's  46 
million  children  under  18  were  concentrated  in  the  15  percent  of  the 
famihes  with  three  or  more  children,  and  nearly  one-third  of  all 
children  were  in  the  7  percent  of  the  families  with  four  or  more  chil- 
dren. 

Children  With  Parents 

The  "typical"  child  in  the  United  States  grows  up  in  a  family  that 
is  "complete"  with  father  and  mother.     This  was  true,  in  1948,  for 

87  percent  of  the  Nation's  children.  Six  million  children,  or  one  in 
every  8,  however,  did  not  have  a  normal  home  with  both  parents. 
Of  these  children,  3.8  million  were  hving  with  one  parent  only.     In 

88  percent  of  these  cases,  the  parent  hving  with  the  child  was  the 
mother.  Absence  of  one  parent  was  due  to  separation  in  the  case 
of  1.4  million  children,  to  divorce  in  the  case  of  900,000,  and  to  death 
for  1.5  million  children.  Another  2  million  were  hving  with  relatives 
other  than  their  own  parents,  or  as  foster  children  in  households  of 
nonrelatives,  or  in  institutions. 

Family  Incomes 

The  money  that  famihes  have  for  buying  a  living  for  their  children 
bears  little  relation  to  the  number  of  children  for  whom  they  must 
provide.  This  basic  fact  of  om*  economic  system  is  not  new  but 
becomes  increasingly  important  as  the  Nation  extends  the  period  of 
compulsory  school  attendance  for  boys  and  girls,  discourages  prema- 
ture employment  of  youngsters,  and  in  other  ways  prolongs  the  period 
of  dependency  of  children  on  then-  parents.  As  it  is  now,  the  support 
of  children  falls  heaviest  on  large  families  which  are  least  able  to 
afford  it. 

Families  throughout  the  United  States  had  a  median  income  of 
$3,031  in  1947.  Incomes  of  famihes  with  one,  two,  and  three  children, 
which  did  not  vary  much  from  this  figure  were  $3,096,  $3,180,  and 
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$3,120,  respectively.  But  for  families  with  four  or  more  chUdren — 
those  responsible  for  one-third  of  the  Nation's  children — the  mean 
income  dropped  to  $2,731. 

An  income  of  $3,180,  the  average  for  families  with  two  children,  by- 
no  means  bought  a  lush  life  for  such  children  in  1947.  According 
to  the  Bureau  of  Labor  Statistics,  it  cost  city  families  from  $3,004  to 
$3,458 — depending  on  the  price  levels  in  different  cities — to  purchase 
the  most  modest  living  for  a  family  of  four  persons.  One  evidence  of 
the  difficulties  families  have  been  having  in  meeting  the  mounting 
cost  of  living  is  the  fact  that  early  in  1949,  29  percent  of  all  United 
States  famihes  had  no  liquid  assets.  In  1948,  3  in  every  10  famiUes 
spent  more  than  they  received  that  year. 

Just  as  large  families  tend  to  have  lower  incomes,  regions  and  States 
that  are  rich  in  children  are  usually  poorer  in  financial  ability  to 
support  services  for  children.  The  Southeast,  for  instance,  with  57 
children  under  age  15  for  every  100  adults  of  working  age,  had  a  per 
capita  income  of  $957  in  1948.  At  the  other  extreme,  the  Middle 
East  had  37  children  and  a  per  capita  income  of  $1,647.  Among  the 
States,  Mississippi  had  63  children  for  every  100  adults  of  working 
age  and  a  per  capita  income  of  $758,  whereas  New  York  had  32  children 
and  a  per  capita  income  of  $1,891. 

Mothers  Who  Work 

The  large  number  of  mothers  entering  the  labor  market,  one  of  the 
striking  developments  of  the  war,  has  continued  since  that  time 
though  not  at  as  high  a  level  as  during  the  war.  One  out  of  every 
five  mothers  with  children  under  18  years  of  age — 4.2  million 
mothers — was  in  the  labor  force  in  April  1948.  Over  1.5  million  of 
these  mothers  had  children  under  6  years  of  age. 

Children  Who  Work 

A  century  ago,  in  1848,  Pennsylvania  passed  the  first  law  enacted 
in  this  country  to  protect  children  from  premature  employment. 
That  law  prohibited  the  employment  of  children  under  12  in  textile 
mills.  In  the  100  years  since,  the  struggle  to  keep  young  children 
out  of  factories  and  dangerous  jobs  has  scored  great  gains.  By  the 
end  of  the  1949  State  legislative  sessions,  22  States  and  Territories 
had  passed  laws  making  16  years  the  minimum  age  for  employment 
while  school  is  in  session  or  in  factories.  Federal  law,  since  1938, 
has  also  set  16  as  the  basic  minimum  age  for  working  in  plants  pro- 
ducing goods  for  inter-state  shipment,  and  18  for  occupations  found 
to  be  particularly  hazardous.     But  even  in  May  1949,  employment  of 
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children  continued  high.  In  that  month  throughout  the  Nation 
2.2  milUon  children  14  through  17  years  of  age — more  than  1  in 
every  4 — were  employed  in  part-time  or  full-time  jobs.  That  was 
twice  the  number  with  jobs  in  1940. 

Family  Living 

Wliat  kind  ol  living  families  of  different  sizes  and  at  different  income 
levels  get  for  their  money  cannot  be  accurately  summarized.  One  of 
the  serious  lacks  in  our  country  is  any  consistent  plan  for  reporting 
such  data.  Not  since  1935-36,  when  the  first  comprehensive  national 
study  of  consumer  expenditures  was  made,  has  there  been  any  over-all 
measure  of  family  deficits  in  decent  living.  Even  the  limited  data 
available,  however,  on  the  goods  and  services  families  now  get  for 
their  expenditures  show  that  many  families  have  severe  economic 
problems,  and  give  some  warning  of  what  may  happen  to  the  well- 
being  of  millions  of  children  if  the  country  runs  into  economic 
difficulties. 

Housing  remained,  during  1948,  high  on  the  list  of  family  problems, 
as  it  has  been  for  years.  Not  only  for  many  new  famihes  but  for  great 
numbers  of  established  ones,  especially  those  with  middle  and  low 
incomes,  the  housing  trouble  has  been  three-headed:  much  of  the 
postwar  new  housing  has  been  beyond  their  financial  reach ;  too  many 
existing  places  where  families  have  to  live  have  been  below  decent 
standards;  even  decent  living  quarters  too  often  have  been  over- 
crowded. With  the  passage  of  the  Housing  Act  of  1949,  new  help 
for  many  families  seemed  to  open  up  for  the  future. 

DEVELOPMENTS  IN  MATERNAL  AND  CHILD  HEALTH 
Maternal  and  Child  Mortality 

MATERNAL 

The  death  rate  of  mothers  in  childbearing  dropped  from  13.5  per 
10,000  five  births  in  1947  to  a  new  low  of  11.0  (provisional)  in  1948. 
Actual  deaths  also  fell  from  4,978  in  1947  to  approximately  4,070  in 
1948.  No  earlier  year  since  such  figures  were  first  compiled  for  the 
country  approached  the  good  record  of  1948  either  in  number  or  rate. 

There  is  still  room  for  improvement,  however.  Some  States  outtop 
others  in  saving  mothers'  lives.  Minnesota's  rate,  the  lowest  of  all 
States,  in  1947  was  G.l ;  Alabama's,  the  highest,  was  26.2.  These  two 
States  since  1940  give  dramatic  evidence  of  how  rates  can  improve. 
In  that  year,  Minnesota's  maternal  mortality  rate  was  22;  Alabama's, 
61.     Hawaii,   among   Territories   and   Insular  Possessions,   was  far 
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Chart  18. — INFANT   AND    MATERNAL   MORTALITY,    1947 
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152  Annual  Report,  Federal  Security  Agency ,  1949 

ahead  of  the  United  States  average  in  1947,  with  a  rate  of  8.2,  and 
Alaska  with  14.8  almost  equalled  the  national  average.  Much  more 
intensive  work  must  be  done  to  pull  the  rates  of  25.4  in  Puerto  Rico, 
and  34.2  in  the  Virgin  Islands,  down  to  the  national  average. 

Childbearing  is  3  times  as  risky  for  nonwhite  as  for  white  mothers. 
The  rates  for  the  two  in  1947  were  33.5  and  10.9,  respectively.  Be- 
tween 1940  and  1947,  the  white  rate  was  cut  two-thirds;  the  nonwhite, 
only  a  little  over  half. 

These  shortcomings,  nevertheless,  should  not  obscure  the  steady 
progress  of  the  Nation  toward  an  irreducible  number  of  deaths  in 
childbearing.  If  the  1940  maternal  mortality  rate,  36.6,  had  held  in 
1947,  we  would  have  lost  over  13,900  mothers,  nearly  3  times  as  many 
as  actually  died  in  1947. 

Deaths  from  childbirth  infection  showed  the  greatest  decline  in  the 
8  years,  1940  through  1947.  This  was  due  in  large  part  to  improved 
distribution  and  use  of  the  sulfa  drugs  and  new  antibiotics.  Possi- 
bilities of  speeding  the  decline  in  rate  for  hemorrhage,  trauma,  or 
shock,  which  has  been  slower  in  dropping,  depend  upon  improved 
obstetric  practices,  increased  availability  of  maternity  beds  in  well- 
equipped  hospitals,  and  more  extensive  facilities  for  providing  blood 
plasmas,  transfusions,  and  oxygen. 

INFANT 

The  year  1948  clocked  up  a  good  record,  also,  in  saving  of  infant 
lives.  That  year's  rate  of  death  of  infants  under  one  year  of  age  was 
31.8    (provisional)   per   1,000  live  births,   as  against  32.2  in   1947. 

Actual  deaths  were  113,200  (provisional)  in  1948,  and  119,173  in 
1947. 

Agam,  a  comparison  with  1940  provides  one  measure  of  the  gains 
that  are  being  made  in  saving  infants'  lives.  If  the  1940  mfant 
mortality  rate,  47.0,  had  held  in  1947,  we  would  have  lost  173,900 
lives,  or  nearly  55,000  more  than  we  lost.  Good  as  the  present  reduced 
rate  is,  however,  it  can  be  brought  down  still  further. 

Evening  up  the  chances  of  infant  survival  in  different  States  will 
save  more  lives.  In  1947  Oregon  was  the  banner  State,  with  a  rate  of 
24.7.  New  Mexico,  at  the  other  extreme,  had  a  rate  of  67.9,  but  this 
State  has  made  great  progress  since  1940  when  it  lost  100  out  of  every 
1,000  babies  born.  Hawaii  did  better  than  the  national  average,  with 
an  infant  death  rate  of  31.0.  The  other  three  areas  outside  Contin- 
ental United  States  are  far  down  the  list:  Alaska's  rate  was  63.7; 
Puerto  Rico's,  71.5;  and  the  Virgin  Islands,  89.0. 

Gains  can  be  made  also  in  assuring  nonwhite  babies  as  good  a 
chance  as  white  babies  have  to  live  through  their  first  year.  In  1947 
the  nonwhite  infant  mortality  rate  was  48.5,  or  more  than  half  again 
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as  large  as  the  white  rate  of  30.1.  Between  1940  and  1947  the  non- 
white  rate  began  to  catch  up  a  Httle  with  the  white  rate,  since  the 
former  dropped  34  percent,  and  the  latter  30,  But  the  margin  between 
the  rates  is  still  very  wide. 

Both  for  mothers  and  infants,  hospitals  are  ordinarily  the  safest 
birthplace,  and  the  proportion  of  births  that  take  place  there  has 
grown  tremendously  since  1940.  In  that  year,  56  percent  of  all  births 
were  in  hospitals;  in  1947,  the  figure  was  85  percent.  But,  again, 
nonwhite  mothers  and  babies  are  not  faring  so  well.  Half  the  non- 
white  infants,  and  only  11  percent  of  the  white  infants,  in  1947,  were 
born  outside  hospitals. 


Chart    19. — MEDICAL   ATTENDANCE   AT   BIRTH 
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Prematurity  remains  the  leading  cause  of  infant  death,  with  con- 
genital malformations  second,  pneumonia  and  influenza  third,  birth 
injury  fourth,  asphyxia  and  atelectasis  fifth.  Diarrhea  and  enteritis, 
which  rated  fifth  in  1940,  had  dropped  to  sixth  place  in  1947.  If 
progress  is  made  in  saving  the  lives  of  prematurely  born  infants,  the 
infant  mortality  rate  will  tell  a  better  story.  Of  the  119,173  infant 
deaths  that  occurred  in  1947,  41,053  were  of  prematurely  born  babies. 
With  expert  care,  it  is  estimated  over  a  third  could  be  saved. 
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CHILDHOOD 

Good  as  the  improvement  in  infant  mortality  was  between  1940 
and  1947,  an  even  better  job  was  done  in  the  same  years  in  reducing 
the  mortaUty  of  children  from  1  through  4  years  of  age,  and  from  5 
through  14.  Against  a  drop  of  32  percent  in  the  infant  mortality 
rate,  the  reduction  for  the  group  age  1  through  4  was  45  percent,  and 
age  5  through  14,  30  percent.  Rates  in  these  age  groups  were  con- 
siderably higher  in  both  years  for  nonwhite  than  for  white  children, 
but  relative  gains  made  in  the  8  years  were  slightly  in  favor  of  the 
nonwhite  children. 

Accidents  of  one  kind  or  another  were  still  far  in  the  lead  of  all 
causes  of  children's  deaths.  The  accident  toll  was  approximately  3 
times  as  great  as  that  taken  by  the  second  largest  cause  of  children's 
deaths  which  was  pneumonia  and  influenza.  Cancer  and  leukemias, 
which  were  formerly  far  down  the  Ust  of  causes  of  death  among  chil- 
dren, have  been  moving  up,  because  of  the  drop  in  deaths  from  many 
infectious  diseases. 

Hospital  and  convalescent  care  of  childeren  is  receiving  closer  at- 
tention these  days.  In  a  minor  way,  the  rigid  attitude  of  hospitals 
toward  their  child  patients  is  beginning  to  be  relaxed  in  response  to 
new  ideas  about  the  needs  of  the  sick  child.  Growing  as  well  as 
mending  processes  must  be  encouraged.  Long  periods  of  isolation 
from  their  mothers  has  a  particularly  damaging  effect  on  physical 
and  emotional  development  both  of  sick  and  well  children.  Recog- 
nizing this,  a  few  hospitals  are  encouraging  more  frequent  visiting  of 
young  children  by  parents.  In  an  occasional  hospital,  the  mother 
is  encouraged  to  give  some  of  the  nursing  care  to  her  child.  One 
hospital  in  New  York  is  pioneering  in  bringing  its  whole  range  of 
services  to  convalescent  children  with  rheumatic  fever  in  their  own 
homes. 

As  State  planning  for  hospitals  is  translated  from  paper  plans  into 
bricks  and  mortar  and  equipment,  with  the  assistaiice  of  money 
available  under  the  Hill-Burton  Hospital  Survey  and  Construction 
Act,  prospects  for  better  services  for  mothers  and  children  increase. 

Child  Care 

The  most  informative  and  significant  body  of  facts  about  what  is 
being  done  for  the  health  of  children  in  this  country  was  published 
by  the  Commonwealth  Fund  in  April,  1949,  under  the  title  "Child 
Health  Services  and  Pediatric  Education."  This  volume  reports  on 
the  first  Nation-wide  survey  ever  made  covering  health  services  for  a 
total  segment  of  the  population.  Both  the  method  and  extent  of 
this  study,  a  cooperative  undertaking  by  the  American  Academy  of 
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Pediatrics,  the  U.  S.  Public  Health  Service,  and  the  Children's 
Bureau,  were  unique.  Pediatricians  themselves  were  the  principal 
fact-gatherers. 

There  were  36  miUion  children  under  15  years  of  age  in  the  United 
States  at  the  time  the  data  were  collected  in  1946-47.  Any  day  of 
the  year,  over  500,000  children — 14  out  of  every  1,000 — received 
some  kind  of  medical  care.  The  great  majority  of  these  children — 
396,000 — ^were  under  the  care  of  physicians  at  home  or  office;  some 
97,000  were  in  hospitals;  14,000  received  care  from  out-patient  de- 
partments or  community  health  clinics. 

These  figures  are  a  yardstick  not  of  the  need  for  medical  care,  but 
of  the  amount  received.  That  some  children  could  use  more  medical 
care  if  they  had  a  chance  to  get  it  shows  up  in  differences  between 
States  and  locahties.  Children  in  New  York,  for  instance,  received 
more  than  twice  as  much  care  as  those  in  Alabama,  not  because  New 
York  children  were  more  frequently  sick  but  medical  care  facilities 
are  more  plentiful  in  rich  States  and  communities.  Children  in 
isolated  counties  received  one-third  less  medical  care  than  those  in  or 
near  cities. 

Throughout  the  country,  117,000  physicians  in  private  practice 
were  available  for  the  care  of  children,  an  average  of  1  doctor  for 
every  308  children.  Seventy-five  thousand  doctors  were  general 
practitioners,  3,500  were  pediatricians,  and  38,300  were  specialists 
in  other  fields.  For  every  1,000  children,  there  were  nearly  6  doctors 
m  greater  metropolitan  areas,  but  only  between  1  and  2,  in  isolated 
areas.  The  chance  for  hospital  care,  like  doctor's  care,  is  most  uneven 
for  children.  In  metropolitan  and  adjacent  counties,  there  were  15 
beds  per  1,000  children;  in  isolated  counties,  8. 

Three-fourths  of  the  private  care  of  children  was  in  the  hands  of  the 
general  practitioner;  a  little  over  one-tenth  (14  percent),  of  pedia- 
tricians. Pediatricians  reported  that  over  half  (54  percent)  of  their 
visits  on  an  average  day  were  for  health  supervision :  that  is,  to  help 
the  mother  keep  her  well  baby  well.  Only  9  percent  of  the  average 
general  practitioner's  visits  were  for  this  purpose.  But  with  general 
practitioners  outnumbering  pediatricians  33  times  to  1,  the  great 
bulk  of  well  child  supervision,  as  well  as  supervision  of  sick  children, 
was  in  the  hands  of  the  general  practitioners  whose  training  in  child 
care  was  often  inadequate. 

One  of  the  striking  facts  revealed  in  this  study  is  the  small  part 
played  in  medical  care  by  clinics  and  community  health  services. 
Only  16  percent  of  the  general  hospitals  in  the  country  had  out-patient 
clinics,  and  these  were  in  large  communities.  Well  child  conferences, 
it  was  found,  played  a  minor  part  in  the  health  supervision  of  preschool 
children.     School  health  services  were  almost  as  inadequate. 
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Much  of  the  value  of  scholarly  and  comprehensive  studies  such 
as  this  one  lies  not  merely  in  the  array  of  data  produced  but  their 
challenge  to  citizens  and  professional  workers  to  find  correctives 
for  the  poor  or  inequitable  conditions  brought  to  light.  The  Academy 
is  aware  of  this,  and  is  encouraging  and  helping  its  members  in  each 
State  to  put  into  action  the  recommendations  growing  out  of  this 
study. 

Toward  Better  Health  Care  of  Children 

Title  V,  parts  1  and  2,  of  the  Social  Security  Act  established  the 
principle  that  all  the  people  of  the  United  States,  through  then' 
Federal,  State,  and  local  governments,  have  a  stake  in  the  great 
effort  to  give  all  children  a  healthy  start  in  life. 

To  implement  this,  the  Congress  appropriates  each  year,  for  grants 
to  the  States,  $11  million  to  "extend  and  improve"  maternal  and 
child  health  services,  and  $7.5  million  to  "extend  and  improve" 
crippled  children's  services.  (In  June  1949,  the  Congress  made  a 
special  deficiency  appropriation  of  $750,000  to  help  ease  the  situation 
facing  the  States  with  many  crippled  children  on  waiting  lists.) 

State  health  departments  and  State  crippled  children's  agencies, 
which  are  the  recipients  of  this  Federal  aid,  do  the  basic  planning. 
(In  33  States  and  Territories  they  are  the  same  agency.)  The  Chil- 
dren's Bureau  is  responsible  for  advising  with  public  and  voluntary 
agencies  on  ways  of  extending  and  improving  services,  for  approving 
State  plans,  and  for  seeing  that  the  requirements  of  the  Social  Security 
Act  relating  to  the  expenditure  of  Federal  funds  are  met. 

Each  State's  share  in  the  $11  million  for  maternal  and  child  health 
services  is  affected  by  the  number  of  its  live  births  in  relation  to  the 
total  number  of  live  births  in  the  country,  by  the  State's  need  for 
help  in  providing  services,  and  by  its  rural  child  populatioa.  To  take 
full  advantage  of  the  Federal  grants.  States  must  match  half  of  the 
$11  million.  The  remaining  half  is  used  for  special  projects  of  Nation- 
wide significance  and  to  meet  emergencies. 

Most  of  the  services  provided  by  State  and  local  health  departments 
for  mothers  and  children  are  health  promotion  services;  that  is,  they 
are  designed  to  help  well  mothers  and  children  keep  well.  Typical 
health  promotion  services  are  prenatal  clinics,  public  health  nursing 
services,  well-child  conferences,  immunization  services,  and  examina- 
tions of  children  of  school  age  by  physicians  and  dentists.  Many 
of  the  States  also  provide  limited  medical  and  dent£.l  treatment  for 
some  expectant  mothers  and  children. 

States  share  in  the  $7.5  million  Federal  grants  for  crippled  children's 
services  according  to  the  number  of  children  under  21  years  of  age. 
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The  division  of  funds  also  reflects  the  financial  need  of  each  State  for 
assistance  in  carrying  out  its  program  and  its  relative  number  of  rural 
children.  Again,  to  take  full  advantage  of  the  Federal  grants,  the 
States  must  match  half  of  the  $7.5  million.  The  remaining  un- 
matched half  is  allotted  to  the  States  for  special  projects. 

All  States  provide  a  range  of  services  for  crippled  children  which 
includes:  locating  them;  diagnosing  their  cripphng  condition;  main- 
taining a  register  of  them;  providing  or  locating  skilled  care  for  them 
in  hospitals,  convalescent,  and  foster  homes,  and  in  their  own  homes; 
and  cooperating  with  agencies  and  professional  groups  concerned  with 
the  care  and  training  of  crippled  children.  Because  no  State  has 
funds  sufficient  to  do  this  comprehensive  job  for  all  handicapped  boys 
and  girls,  all  States  necessarily  have  to  restrict  some  services  to 
certain  areas  or  groups  of  children — most  commonly  those  with 
handicapping  conditions  that  require  orthopedic  or  plastic  treatment. 

The  extent  to  which  both  maternal  and  child  health  services  and 
services  for  crippled  children  are  reaching  mothers  and  children 
appears  later  in  this  report.  What  does  not  show  up  in  the  statistics, 
because  it  is  not  measurable  quantitatively,  is  the  concept  behind 
these  public  health  services  for  children. 

The  practice  of  public  health  services,  where  it  is  most  sensitive 
to  the  needs  of  people,  has  grown  beyond  its  original  and  limited  pur- 
pose of  merely  preventing  illness  through  mass  sanitary  measures  and 
communicable  disease  control.  Gradually,  public  health  workers  see 
they  have  a  job  to  do  to  promote  good  health.  They  are  concerned  with 
building  a  feeling  of  buoyant  well-being.  To  build  that  in  young- 
sters takes  the  combined  efforts  of  people  who  know  how  to  deal  with 
the  social  and  emotional  factors  in  a  child's  environment  that  make 
for  good  health  as  well  as  with  its  physiology.  The  old  technique  of 
putting  a  child  under  the  microscope,  figuratively  speaking,  to  find 
out  what  is  wrong  with  him  medically  or  physically,  is  not  enough. 
He  needs  to  be  looked  at  through  a  telescope,  as  it  were,  with  a  lens 
wide  enough  to  see  the  child  in  his  environment.  Not  only  the  doctor 
should  look  through  the  telescope,  but  the  nurse,  social  worker, 
psychologist,  nutritionist,  and  other  specialists  in  the  emotional  and 
social  growth  of  children.  Their  joint  observations  can  result  in 
diagnosis  and  treatment  that  is  far  sounder  than  any  that  each  can 
make  separately. 

This  concept  of  public  health  service,  while  it  does  not  yet  uni- 
versally dominate  practice,  is  far  more  widely  embraced  than  in  1935 
when  Federal  aid  was  started.  The  well-staffed  maternal  and  child 
health  division  in  today's  public  health  department,  for  instance, 
has  not  only  doctors  and  nurses,  but  consultation  service  also  from 
social  workers,  nutritionists,  psychologists,  and  other  child  specialists. 
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These  workers  pool  their  knowledge  and  make  joint  recommendations. 
The  same  is  true  in  services  for  crippled  children.  Most  importantly 
this  new  viewpoint  shows  up  in  the  special  projects  here  and  there 
over  the  country  which  Federal  funds  are  helping  to  finance  as  dem- 
onstrations of  the  ways  of  improvhig  and  multiplying  services. 

PREMATURITY 

Special  projects  for  the  care  of  premature  babies  are  doing  a  pioneer- 
ing job  in  showing  how  the  lives  of  these  undersized  and  underde- 
veloped infants,  who  weigh  less  than  5)^  pounds  at  birth,  may  be  saved 
and  safeguarded.  Many  States  are  concentrating  on  providing  actual 
care  for  prematures  in  hospitals  with  special  equipment  and  with 
especially  trained  doctors  and  nurses.  The  kind  of  care  premature 
babies  must  have,  if  they  are  to  survive  and  to  mature  normally, 
often  is  highly  skilled.  Such  service  is  expensive  for  parents  and 
hospitals. 

Within  the  last  few  years,  with  the  help  of  Federal  funds,  successful 
centers  for  prematures  have  been  set  up  in  Colorado,  Hawaii,  IlHnois, 
Louisiana,  Maryland,  New  York,  North  Carolina,  Tennessee,  and 
West  Virginia.  In  1949,  Florida,  Kansas,  Missouri,  Montana,  and 
Ohio  were  making  plans  for  such  centers.  The  medical  and  nursing 
staff  of  the  Children's  Bureau  works  with  State  child  health  workers 
in  developing  many  of  these  services  for  prematiu-es. 

CEREBRAL   PALSY 

Children  with  cerebral  palsy  are  a  group  of  handicapped  children 
for  whom  special  projects,  both  under  public  and  private  auspices, 
are  developing  at  an  increasmg  pace.  Probably  no  other  group  of 
handicapped  children  is  more  in  need  of  help  than  these  children. 
Cost  of  treatment  and  training  is  extremely  high,  and  cerebral  palsy, 
Uke  polio,  is  no  respecter  of  family  incomes. 

With  proper  care,  a  high  percentage  of  those  children  can  hve  useful, 
reasonably  well-adjusted,  and  independent  lives.  A  well-rounded 
out-patient  plan  of  care,  the  kind  needed  by  the  vast  majority  of 
cerebral  palsy  children,  includes  a  broad  range  of  services,  all  working 
together:  periodic  examination  by  an  expert  medical  team,  physical 
therapy,  occupational  therapy,  brace  fitting,  speech  therapy,  medical 
social  service,  education,  and  vocational  training.  When  this  kind 
of  care  is  given  to  children  early,  it  can  often  be  less  costly. 

The  organization  of  this  medical  and  educational  teamwork,  both 
for  mstitutional  and  out-patient  care,  is  a  major  undertaking,  and 
one  that  requires  substantial  financing.  California's  State  legislature 
recognized  this  in  1947  when  it  appropriated  $1  milhon  to  study  and 
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initiate  the  development  of  all  types  of  services  for  its  cerebral  palsy 
patients.  New  York  State's  legislature  appropriated  $500,000  in 
1949  for  this  purpose. 

With  the  help  they  receive  from  Federal  funds,  every  State  crippled 
children's  agency  attempts  to  do  something  for  individual  cerebral 
palsy  children,  but  only  a  few  States  have  been  able  to  take  even 
initial  steps  toward  developing  well-rounded  programs  for  these 
children.  Special  projects  in  1949  were  in  operation  in  the  State 
crippled  children's  programs  in  Alabama,  Kentucky,  Maryland,  Min- 
nesota, Mississippi,  Montana,  New  Jersey,  and  Hawaii. 

Behind  the  advances,  meager  as  they  are  to  date,  that  have  been 
made  for  this  large  group  of  afflicted  children  is  an  alert  movement  of 
citizens,  spearheaded  by  a  steadily  growing  number  of  committees 
of  parents.  During  the  year,  a  national  organization  of  parents  of 
children  with  cerebral  palsy  began  to  take  shape. 

RHEUMATIC    FEVER 

One  of  the  most  dramatic  developments  in  medicine  in  1949,  and 
certainly  the  most  thrilling  for  children  with  rheumatic  fever,  was 
the  demonstration  of  a  new  treatment  for  this  disease  which  may 
some  day  banish  it  as  the  greatest  killer,  among  diseases,  of  children 
aged  5  to  14,  and  as  one  of  childhood's  greatest  cripplers.  Cortisone, 
extracted  from  the  adrenal  cortex,  and  ACTH,  a  pituitary  hormone — 
both  from  animals — are  science's  great  new  contributions  to  the  treat- 
ment of  rheumatic  fever,  among  other  rheumatic  diseases.  While 
doctors  are  cautioning  against  too  great  immediate  hopes  from  this 
new  development  in  medicine,  some  specialists  think  it  may  in  time 
revolutionize  the  treatment  and  care  of  children  with  rheumatic  fe»^er. 

State  crippled  children's  agencies  have  been  giving  increasing  atten- 
tion to  these  children.  By  1949,  25  agencies  assisted  with  Federal 
funds  had  established  special  programs  for  their  care.  These  were 
in  Alaska,  Arizona,  Arkansas,  California,  Connecticut,  the  District 
of  Columbia,  Hawaii,  Iowa,  Maine,  Maryland,  Massachusetts, 
Michigan,  Minnesota,  Missouri,  Nebraska,  New  Jersey,  New  York, 
Oklahoma,  Rhode  Island,  South  Carohna,  Utah,  Virginia,  Washing- 
ton, West  Virginia,  and  Wisconsin.  Three  States  used  part  of  their 
Federal  grants  for  crippled  children  to  estabUsh  training  fellowships 
for  graduate  work  in  the  field  of  rheumatic  fever. 

In  advising  on  standards  of  care  and  the  development  of  State 
programs,  the  Bureau  works  closely  with  the  American  Heart  Asso- 
ciation's Council  on  Rheumatic  Fever  and  with  the  Helen  Hay  Whit- 
ney Foundation  which,  in  1949,  made  a  survey  of  all  hospitals  and 
convalescent  homes  in  the  country  serving  rheumatic  fever  patients. 
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POLIOMYELITIS 

With  a  polio  epidemic  in  1949  that  threatened  to  be  second  only 
in  severity  to  the  1916  epidemic,  the  worst  this  country  has  had, 
State  crippled  children's  agencies  mobilized  their  own  and  Federal 
funds  to  be  ready  for  its  impact.  A  highly  important  step  was  taken 
in  May  1949,  under  sponsorship  of  the  Bureau,  when  representatives 
of  the  National  Foundation  for  Infantile  Paralysis  came  together  with 
representatives  of  State  crippled  children's  agencies  and  the  Bureau 
staff  to  develop  closer  teamwork  between  these  private  and  public 
agencies  for  the  diagnosis,  treatment,  and  rehabilitation  of  children 
attacked  by  this  still  mysterious  and  blighting  disease.  The  recom- 
mendations of  this  conference  for  coordinated  planning  and  operation 
of  programs  for  polio  victims  in  the  States  are  expected  to  result  in 
more  efficient  use  of  public  and  private  funds  and  personnel,  and  in 
more  and  better  care  for  children. 

HEARING   DEFECTS 

More  clinics  for  children  who  are  hard  of  hearing  were  held  in  1949 
than  in  any  earlier  year,  and  evidence  is  growing  that  a  great  deal 
more  can  be  done  for  the  preschool  child  with  hearing  defects.  Many 
States  are  utilizing  new  diagnostic  techniques  developed  by  the  mili- 
tary services  during  the  war.  Hearing  specialists  are  discovering 
that  even  very  young  children  can  be  fitted  with  hearing  aids  and, 
with  care,  can  be  taught  how  to  use  them.  Federal  funds  in  1949 
helped  to  finance  special  hearing  projects  in  Maine,  Maryland,  Okla- 
homa, South  Dakota,  and  Wisconsin.  A  special  grant  went  to  the 
Maryland  Department  of  Health  which  contracted  with  Johns 
Hopkins  University  to  train  audiologists  and  other  personnel  needed 
in  this  highly  skilled  work.  A  "Guide  to  the  Development  of  Pro- 
grams for  Conservation  of  Hearing"  was  published  by  the  Bureau. 

DENTAL   DEFECTS 

Better  dental  health  of  children  has  moved  ahead  with  the  Nation- 
wide demonstrations  of  topical  fluoride  therapy  for  the  prevention  of 
tooth  decay,  conducted  by  the  Public  Health  Service.  Already 
many  of  the  States  and  local  communities  have  begun  to  organize 
preventative  treatment  services  to  reach  all  children,  as  part  of  their 
maternal  and  child  health  programs.  The  Bureau  prepared  guides 
for  the  development  of  dental  programs  for  children.  Eighteen  com- 
munities are  now  adding  fluorides  to  their  public  water  supplies  to 
control  tooth  decay  in  children. 

Considerable  interest  developed  in  the  past  year  in  problems  of 
crooked  teeth  and  dental  facial  deformities  of  children.  The  Amer- 
ican Association  of  Orthodontists  now  has  a  public  health  committee 
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which,  in  two  conferences  with  the  Children's  Bureau,  has  drawn  up 
a  set  of  principles  concerning  the  inclusion  of  orthodontics  in  public 
health  programs.  New  York  State  has  provided  for  treatment  of 
children  with  malocclusions  under  the  crippled  children's  programs, 
and  other  States  are  following  suit. 

HEALTH    CARE   FOR    CHILDREN    OF    SCHOOL   AGE 

School  age  children  are,  at  long  last,  beginning  to  win  their  rightful 
amount  of  attention,  healthwise,  from  health  departments  and  legis- 
latures. Increasingly,  health  departments  are  coming  to  recognize 
that  the  mere  provision  of  a  medical  and  dental  examination  is  not  a 
full  discharge  of  their  responsibility.  Defects  that  show  up  in  exami- 
nations all  too  often  have  gone  untreated,  not  through  lack  of  concern 
on  the  part  of  parents  but  because  treatment  is  not  available  or  is 
beyond  their  reach. 

Three  States,  assisted  with  Federal  money  and  consultation  from 
the  Bureau — ^Georgia,  Maryland,  and  Maine — initiated  or  intensified 
their  efforts  to  mobilize  all  community  resources  to  do  a  complete 
examination  and  treatment  job  for  all  school  children  in  a  limited 
area.  What  is  learned  from  these  demonstrations  should  prove  im- 
mensely useful  in  any  national  program  of  health  services  for  school- 
age  children  which  may  receive  Congressional  authorization. 

School  health  services  will  receive  great  assistance  when  the  results 
of  a  vision  testmg  study,  the  field  work  of  which  was  completed  in 
1949,  become  available  for  use.  What  tests  to  use  and  who  should 
do  the  tests  have  been  unanswered  questions  for  school  administra- 
tors and  health  personnel.  This  cooperative  study  was  undertaken 
by  the  Children's  Bureau  together  with  the  National  Society  for  the 
Prevention  of  Blindness,  the  Missouri  State  Department  of  Public 
Health  and  Welfare,  the  St.  Louis  Board  of  Education,  and  the 
Washington  University  School  of  Medicine. 

GENERAL   PEDIATRIC    CENTERS 

Where  clinic  services  have  been  developed  in  the  past  by  State  or 
local  health  departments  the  most  common  practice  has  been  to 
develop  separate  clinics  for  different  purposes:  one  for  the  well  child, 
others  for  the  child  with  hearing,  heart,  cerebral  palsy,  or  other  de- 
fects, and  still  others  for  child  guidance.  Now  a  few  States — notably 
Georgia,  Maryland,  West  Virginia,  and  the  District  of  Columbia — ■ 
are  experimenting  with  general  pediatric  centers  where  all  diagnostic 
and  treatment  services  can  be  centralized.  At  such  clinics,  a  chUd  is 
given  a  complete  examination  by  a  pediatrician  before  he  is  referred 
to  specialists  for  any  specific  defects.  The  Children's  Bureau  has ' 
been  encouraging  States  to  develop  plans  for  the  coordination  of 
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these  services  for  children  and  for  bringing  consultant  services  from 
teaching  centers  to  smaller  community  centers. 

Special  Training  Projects 

Paradoxically,  the  practice  of  public  health  in  many  communities 
is  ahead,  of  its  teaching.  The  broader  concept  of  the  scope  of  pubhc 
health,  mentioned  earher,  has  not  always  been  reflected  in  public 
health  courses.  One  of  the  purposes  of  the  special  grants  made  from 
Federal  funds  to  teaching  institutions  is  to  bring  this  new  point  of 
view  to  students  of  all  services  for  children,  whether  they  are  going  to 
work  in  private  practice,  in  voluntary  agencies  and  institutions,  or  in 
public  health  work. 

A  portion  of  Federal  funds  for  maternal  and  child  health  and  crippled 
children's  services  is  used  each  year  to  help  in  financing  the  cost  of 
courses  where  doctors,  nurses,  medical  social  workers,  and  others  can 
go  for  specialized  training  in  services  for  children.  Bureau  consultants 
work  closely  with  educational  institutions  in  developing  these  courses. 
Twenty-one  educational  centers,  in  1949,  received  special  training 
grants.  These  projects  are  set  up  by  official  State  agencies  in  con- 
junction with  a  University,  and  every  effort  is  made  to  insure  that 
the  training  provided  shall  be  of  the  highest  caliber. 

State  health  agencies  continue  to  be  harrassed  by  lack  of  well 
trained  workers  for  their  regular  programs.  One  way  they  are  trying 
to  overcome  this  difficulty  is  to  use  some  of  their  Federal-State  funds 
for  stipends,  tuition,  and  travel  of  health  workers  who  will  take  ad- 
vanced training  in  pubhc  health  work.  During  the  fiscal  year  1949, 
States  used  $527,000  to  help  1,501  workers  in  maternal  and  child 
health  services,  and  $224,000  for  335  workers  in  crippled  children's 
services,  to  get  more  training. 

Services  Received  by  Mothers  and  Children 

In  general,  the  services  which  mothers  and  children  received  through 
federally  aided  State  maternal  and  child  health  programs  showed  an 
increase  in  1948  over  1947.  State  reporting  of  services  provided  by 
many  hundreds  of  local  health  units  has  never  been  complete.  The 
figures  that  follow  must  be  taken  as  general  evidence  of  service. 

Postpartum  nursing  services  were  provided  to  223,000  mothers  in 
1948,  compared  with  215,000  in  1947.  About  the  same  number  of 
expectant  mothers  attended  medical  clinics  in  the  two  years.  Public 
health  nursing  services  to  mothers  during  pregnancy  declined  a  little. 
•  Infants  and  preschool  children  who  received  health  supervision  at 
medical  conferences  totaled  643,000  in  1948,  an  increase  of  78,000 
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over  1947.  Over  1,072,000  infants  and  preschool  children  received 
public  health  nursing  services  in  1948,  as  compared  with  1,011,000 
in  1947.  Inspections  of  preschool  children  by  dentists  or  dental 
hygienists  decreased  from  56,000  in  1947  to  53,000  in  1948. 

School  health  services  showed  some  increase  in  1948.  Physicians' 
examinations  of  school  children  totaled  2,072,000  as  against  1,878,000 
in  1947.  Public  health  nursing  visits  to  school  children  increased 
from  2,199,000  in  1947  to  2,427,000  in  1948.  There  were  2,038,000 
inspections  by  dentists  or  dental  hygienists  in  1948,  409,000  more  than 
in  1947. 

Immunizations,  on  the  other  hand,  dropped.  Some  1,403,000 
children  were  immunized  in  1948  for  smallpox  and  1,545,000  for 
diphtheria,  as  compared  with  2,072,000  and  1,597,000  in  1947. 

The  foregoing  services  were  provided  under  the  administration  or 
supervision  of  official  State  health  agencies.  Data  on  services  pro- 
vided by  voluntary  health  agencies  and  hospital  clinics  for  mothers 
and  children  are  not  available. 

Each  State  crippled  children's  agency  maintains  a  register  of  crippled 
children.  Such  registers  are  intended  to  include  all  children  under  21 
who  have  crippling  conditions  for  which  children  may  be  accepted  for 
care  by  the  State  agency,  provided  the  crippling  condition  has  been 
diagnosed  by  a  licensed  physician.  There  has  been  a  steady  increase 
in  the  number  of  crippled  children  registered  since  Federal  grants  for 
crippled  children's  services,  under  the  Social  Security  Act,  first  went 
into  effect  in  1935.  At  the  close  of  1948,  well  over  500,000  crippled 
children  were  registered  in  all  States.  No  State  lists  all  its  crippled 
children.  While  a  few  State  registers  are  fairly  comprehensive,  more 
of  them  simply  list  children  who  are  now  receiving  or  have  received 
service  in  the  past,  and  do  not  include  children  under  care  by  private 
physicians.  The  proportion  of  children  under  21  years  of  age  on 
registers  varies  from  4.9  out  of  every  1,000  children  in  Texas  to  27.1 
in  the  District  of  Columbia.  A  low  ratio  usually  represents  incomplete 
registration,  rather  than  a  low  prevalence  of  crippling  conditions 
among  children. 

Throughout  the  country  about  175,  000  children  received  diagnostic 
or  treatment  service  under  State  crippled  children's  programs  in  1948, 
about  the  same  number  as  in  1947.  One  third  of  these  children  re- 
ceived service  in  1948  for  the  first  time  from  State  agencies.  Nine 
out  of  every  10  children  cared  for  were  attended  by  physicians  either 
at  clinics,  hospitals,  convalescent  homes,  offices,  or  at  home.  At  least 
7  out  of  every  10  children  received  follow-up  care  by  physicians, 
surgery,  hospitalization,  or  convalescent-home  care,  in  addition  to 
medical  diagnosis. 

Some  130,000  children  made  275,000  visits  to  chnics  for  diagnosis 
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or  treatment  during  the  year,  an  increase  over  1947  of  30,000  clinic 
visits.  About  30,000  children,  1,000  more  than  in  1947,  were  hos- 
pitalized. These  children  spent,  in  total,  !){  million  days  in  hospitals. 
Nearly  5,000  children,  about  the  same  number  as  in  1947,  were  pro- 
vided over  450,000  days'  care  in  convalescent  homes. 

In  May,  1949,  State  crippled  children's  agencies  reported  to  the 
Bureau  that  they  knew  of  30,000  children  needing  care  for  whom  no 
funds  were  available  to  purchase  that  care. 

Personnel  Employed  by  State  Programs 

One  great  lift  which  Federal  contributions  make  to  State  and  local 
programs  for  maternal  and  child  health  and  crippled  children's  services 
comes  from  the  additional  full-  or  part-time  personnel  made  possible 
by  this  money.  In  the  fiscal  year  1949,  Federal  funds,  plus  matching 
State  funds,  made  possible  the  employment  on  maternal  and  child 
health  programs  of  the  following  State  or  local  workers:  821  physi- 
cians, 3,015  nurses,  129  nutritionists,  336  dentists  and  dental  hygien- 
ists,  44  medical  social  workers,  31  health  educators,  and  86  other 
specialists,  making  a  total  of  4,462  workers.  Federal  and  State 
matching  funds  for  crippled  children's  services  covered  salaries  for 
these  full-  or  part-time  State  or  local  workers:  407  physicians,  396 
nurses,  4  nutritionists,  6  dentists  and  dental  hygienists,  112  medical 
social  workers,  10  health  educators,  124  physical  therapists,  22  occu- 
pational therapists,  22  speech  therapists,  12  psychologists,  and  39 
other  specialists,  a  total  of  1,154  workers. 

Liquidation  of  the  Emergency  Maternity  and  Infant  Care  Program 

Midnight  of  June  30,  1949,  marked  the  end  of  the  greatest  public 
maternity  care  program  ever  undertaken  in  the  United  States.  At 
that  moment,  the  emergency  maternity  and  infant  care  program, 
which  during  its  75  months  of  existence  had  contributed  greatly  to 
building  and  maintaining  morale  among  the  armed  forces  and  to 
enlarging  the  experience  of  public  health  departments  and  medical 
workers  in  cooperative  efforts  to  save  the  lives  of  mothers  and  infants, 
passed  into  history. 

Launched  by  unanimous  action  of  Congress  in  March,  1943,  the 
emergency  maternity  and  infant  care  program  undertook  to  provide 
complete  maternity  care  for  the  wives  of  enlisted  men  in  the  four 
lowest  pay  grades  of  the  armed  forces  and  of  aviation  cadets,  and 
medical,  nursing,  and  hospital  care  for  their  infants  up  to  one  year 
of  age.  The  Federal  Government  paid  the  entire  cost  of  care  which 
was  authorized  by  State  health  departments  and  given  by  private 
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physicians  chosen  by  the  patients  themselves.  Liquidation  of  the 
program  was  begun,  at  the  direction  of  Congress,  on  July  1,  1947. 

During  the  lifetime  of  this  program,  State  health  departments 
authorized  care  for  more  than  1,454,000  maternity  and  infant  cases. 
At  its  peak  in  1944,  over  488,000  cases  were  authorized  in  one  year. 
In  its  final  year,  no  maternity  cases  and  only  1,200  infant  cases  were 
authorized. 

During  the  months  of  its  greatest  activity,  nearly  half  of  all  the 
physicians  and  90  percent  of  the  Nation's  registered  hospitals,  other 
than  those  for  tuberculosis,  nervous  and  mental  diseases,  cooperated 
in  this  program.  Its  success  was  due  both  to  the  cooperation  of 
doctors  and  hospitals  across  the  land  and  to  the  untiring  efforts  of 
State  health  departments. 

DEVELOPMENTS  IN  CHILD  WELFARE 

The  Children's  Bureau  has  always  recognized  that  both  public  and 
voluntary  agencies  make  important  contributions  to  child  welfare, 
and  that  aU  facilities  should  be  developed  and  used  to  the  fullest 
extent  to  help  meet  the  needs  of  children.  It  has  accepted  as  basic 
that  in  every  State  there  should  be  a  comprehensive  program  of  child 
welfare;  that  extension  of  both  public  and  private  services  is  necessary 
in  many  areas  where  adequate  resources  do  not  exist;  and  that  private 
agencies  operating  under  approved  standards  should  have  the  fullest 
opportunity  for  development.  To  bring  this  about,  community 
planning  for  child  welfare  on  the  part  of  both  public  and  private 
social  agencies  is  necessary. 

Private  agencies  are  concentrated  largely  in  urban  areas  and  for  the 
most  part  serve  children  of  a  particular  faith,  age,  race,  or  with  some 
special  type  of  problem.  While  they  give  invaluable  leadership  in 
many  ways  in  improving  conditions  for  children,  and  carry  a  heavy 
load,  they  are  the  first  to  admit  that  they  cannot  do  the  whole  job  of 
reaching  all  children  who  need  child  welfare  services. 

Lacking  a  complete  national  count  of  the  services  of  private  agencies, 
the  report  that  follows  is  concerned  primarily  with  developments  in 
public  services,  with  special  emphasis  on  those  that  are  aided  by 
Federal  grants. 

Federal  grants  to  the  States  for  extending  and  improving  child 
welfare  services  account  for  $3.5  million  of  the  annual  $22  million 
authorized  by  the  Social  Security  Act  for  the  promotion  and  extension 
of  child  health  and  welfare  programs.  Each  State  receives  $20,000 
and  shares  in  the  balance  according  to  the  proportion  of  its  rural 
population  to  the  total  rural  population.  To  take  advantage  of  this 
help  from  the  Federal  Government,  each  State  must  assume  some  of 
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the  cost  of  services  in  local  areas,  although  no  fixed  amount  of  Federal 
funds  must  be  matched.  States  expend  from  their  own  and  local 
public  welfare  funds  considerably  more  than  the  amount  of  the 
Federal  contribution  to  their  child  welfare  programs. 

Many  States  reported  that  rising  costs  of  administration  and  of 
maintenance  of  children  were  pressing  hard  against  their  budgets, 
and  in  some  instances  necessitated  curtailing  services.  Few  could 
look  forward  to  expanding  their  programs  in  the  new  year. 

Toward  Better  Child  Welfare  Services 

SERVICES   TO    CHILDREN    IN   THEIR    OWN   HOMES 

Reaching  children  before  their  troubles  become  so  serious  that  they 
must  be  removed  from  their  own  homes  is  a  major  objective  of  child 
welfare  services  everywhere.  Four  out  of  every  10  children  served  by 
public  agencies  in  1948  were  living  with  parents  or  other  relatives; 
4  were  in  foster  family  homes;  and  2  were  living  in  children's  institu- 
tions or  elsewhere. 

There  has  been  a  growing  interest  in  homemaker  services  as  a  way 
of  holding  families  together  when  the  mother  must  go  to  the  hospital 
or  is  ill  at  home.  Some  State  welfare  departments  are  using  Federal 
funds  for  this  type  of  service  in  rural  counties  where  it  has  already 
demonstrated  its  value.  The  National  Committee  on  Homemaker 
Service  and  its  member  agencies,  with  whom  the  Bureau  works 
closely,  are  assuming  responsibility  for  advising  on  new  programs, 
and  many  councils  of  social  agencies  have  appointed  committees  to 
consider  how  this  service  may  be  developed  locally,  sometimes  in 
cooperation  with  public  health  agencies. 

SERVICES   TO    UNMARRIED   MOTHERS    AND   THEIR   INFANTS 

More  than  100,000  babies  are  born  each  year  to  unmarried  mothers. 
The  problems  of  these  mothers  and  their  babies  add  up  to  a  sizable 
social  concern  to  many  public  and  private  child  welfare  agencies. 
The  best  of  them  work  out  plans  which  fit  the  individual  needs  of 
each  mother  and  baby.  They  make  sure  that  each  one  gets  good 
medical  and  nursing  care.  Their  case  workers  help  mothers  plan 
their  own  and  their  babies'  future  deliberately  and  without  fear. 
Many  social  agencies  are  able  to  help  unmarried  mothers  in  their  own 
homes.  For  some,  they  find  foster  homes.  Maternity  homes  meet 
the  needs  of  other  expectant  mothers.  There  are  some  200  maternity 
homes  in  the  country,  located  usually  in  big  cities.  All  but  2  are 
privately  supported.  During  the  year  the  Bureau  gave  consultation 
to  local  citizens'  committees  on  unmarried  mothers  and  to  many 
maternity  homes. 
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CONFIDENTIAL   BIRTH   RECORDS 

Confidential  details  in  birth  records  will  be  kept  from  prying  eyes 
in  the  future,  if  States  adopt  a  proposed  new  birth  registration  pro- 
cedure which  was  worked  out  during  the  year  by  the  American 
Association  of  Registration  Executives  and  the  Council  on  Vital 
Records  and  Statistics.  The  new  procedure  has  the  endorsement  of 
the  National  OflBice  of  Vital  Statistics  and  the  Children's  Bureau. 

Designed  to  protect  the  legitimate  privacy  of  all  citizens,  the  recom- 
mended new  practices  will  be  of  special  benefit  to  children  who  are 
born  out  of  wedlock,  who  are  adopted,  or  whose  parents  happen  to  be 
in  an  institution  at  the  time  of  their  child's  birth. 

To  put  these  improvements  into  effect,  new  legislation  will  be  re- 
quired in  some  States.  In  others,  all  that  is  needed  is  a  change  in 
present  regulations.  The  following  States,  Territories,  and  cities  have 
already  instituted  the  use  of  birth  cards:  California,  Connecticut, 
Georgia,  Mississippi,  Nebraska,  Nevada,  New  Hampshire,  North 
Carolina,  Ohio,  Oregon,  South  Carolina,  Tennessee,  Washington, 
Hawaii,  Puerto  Rico,  Denver,  Houston,  New  Orleans.  Florida, 
Illinois,  Iowa,  Louisiana,  and  Texas  will  be  using  birth  cards  by  1950. 

SERVICES   TO    CHILDREN    OUTSIDE    THEIR   OWN    HOMES 

The  great  need  for  foster  homes  for  children  who  cannot  be  cared 
for  in  their  own  homes  and  for  additional  funds  with  which  to  develop 
such  homes  becomes  more  apparent  each  year.  In  many  places  pri- 
vate funds  have  been  so  limited  that  pressure  on  public  agencies  to 
develop  foster  family  care  is  greater  than  ever  before.  Public  funds 
now  available  for  foster  care  come  principally  from  the  States  and  lo- 
calities. In  1947,  for  the  first  time,  plans  were  worked  out  by  the 
Children's  Bureau  and  State  agencies  for  the  limited  use  of  Federal 
child  welfare  service  funds  in  paying  cost  of  temporary  care  of  certain 
children  in  foster  family  homes.  In  1949,  12  States  budgeted  Federal 
funds  for  this  purpose. 

Few  increases  in  State  funds  for  foster  care  were  reported  in  1949. 
Wide  variation  exists  in  the  amounts  of  money  that  are  spent  by  the 
States  for  foster  family  care  facihties.  A  study  made  by  the  American 
Pubhc  Welfare  Association  in  1948  showed  that  out  of  a  total  of  $7.7 
million  spent  for  foster  family  care  by  public  welfare  agencies  in  the  26 
States  reporting,  44  percent  was  spent  by  one  State — New  York. 
Four  States— Idaho,  Mississippi,  Nevada,  and  Wyoming— each  spent 
less  than  $17,000  for  such  care  in  1947. 

In  a  number  of  communities,  children  needing  foster  family  care  are 
being  placed  on  waiting  lists  because  there  is  not  enough  money  to  take 
care  of  them.  Some  States  have  had  to  close  or  restrict  intake  or  have 
had  to  discontinue  providing  for  some  of  the  essential  needs  of  children 
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in  foster  homes,  such  as  clothing.  Board  rates  still  fail  to  compensate 
foster  parents  adequately  for  the  expense  of  maintaining  their  foster 
children.  There  is  a  growing  recognition  that  higher  rates  must  be 
paid  if  desirable  homes  are  to  be  obtained,  but  rates  have  increased 
only  very  slowly  and  very  spottily. 

Emphasis  was  placed  by  some  States  during  the  past  year  on  im- 
proving the  quality  of  foster  family  care  through  revision  of  standards 
and  staff  training.  Private  agencies,  too,  in  several  areas  are  re- 
ported to  be  employing  additional  trained  personnel.  The  basis  for 
some  improvements  was  laid,  also,  by  some  State  legislatures  in  1949. 
Tennessee,  for  example,  passed  an  act  enabling  county  courts  to  estab- 
lish receiving  homes  for  children  and  to  provide  for  cooperation  with 
local  public  welfare  departments  in  the  use  of  boarding  homes  for 
children.  Louisiana's  legislature  authorized  the  use  of  State  funds  for 
subsidizing  boarding  homes,  particularly  for  children  awaiting  court 
action. 

ADOPTIONS 

Stimulated  greatly  by  the  continued  widespread  publicity  on  "black 
markets  in  babies,"  the  movement  to  encourage  or  require  the  use  of 
child-placing  agencies  for  all  adoptions  grows  slowly  but  surely. 
Many  of  the  44  State  and  Territorial  legislatures  meeting  in  1949  either 
passed  new  or  amended  existing  adoption  legislation.  A  number  of 
these  measures  were  influenced  by  the  Bureau's  "Essentials  of  Adoption 
Law  and  Procedure,"  which  represents  conclusions  reached  after  years 
of  study  and  observation  of  State  legislation  and  agency  practices,  and 
of  consultation  with  adoption  specialists  from  private  agencies  and 
public  welfare  departments. 

Among  the  States  reporting  legislative  advances  was  Colorado 
whose  new  law  now  requires  mandatory  pre-adoption  investigations 
and  improves  legal  relinquishment  and  consent  provisions.  Montana 
passed  a  law  providing  for  licensing  adoption  agencies,  amended 
its  statutes  in  regard  to  consent  to  adoption,  and  added  safeguards 
in  the  adoption  of  a  deserted  or  an  abandoned  child.  Tennessee 
passed  an  adoption  act  that  places  full  responsibility  upon  county 
departments  of  welfare  for  making  studies  of  adoption  petitions  prior 
to  final  action  by  the  courts.  Texas  expects  that  amendments  to 
its  licensing  law,  passed  by  the  1949  legislature,  may  have  a  controlling 
effect  on  the  number  of  independent  placements  that  continue  to  be 
made  there. 

Other  advances  were  made  in  adoption  services.  Oklahoma  and 
Arkansas,  for  instance,  made  particular  efforts  during  the  year  to 
place  older  childrea  in  adoption,  especiahy  children  who  had  long- 
time care  in  institutions  for  dependent  children.     In  Ohio  a  State 
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adoption  clearing  service  was  established  within  the  State  Children's 
Services  to  serve  as  a  referral  center  for  infants  not  placeable  in  the 
counties  of  their  birth  and  for  applications  for  prospective  foster 
parents  whose  requests  cannot  be  met  in  their  home  communities. 

Child  welfare  agencies,  both  public  and  private,  continue  to  be 
concerned  over  the  lack  of  foster  homes  for  Negro  children  and  other 
children  in  minority  groups.  The  desire  of  many  individuals  to  adopt 
children  of  foreign  birth  involved  the  Bureau  during  the  year  in  many 
consultations  with  public  and  private  agencies. 

INSTITUTIONAL   CARE 

Progressive  institutions  are  becoming  more  conscious  of  their  respon- 
sibiHty  for  the  emotional  and  social  growth  of  children  under  their 
care.  Special  treatment  services  are  being  provided  more  frequently. 
Montana  is  one  of  the  States  whose  child  welfare  agency  is  givuig 
leadership  to  institutional  personnel  in  improving  services  and  helping 
them  to  focus  their  efforts  on  meeting  the  individual  needs  of  each 
child.  Some  States  are  showing  more  appreciation  of  the  value  of 
case-work  services  within  the  institution,  with  the  child's  own  family 
when  the  child  is  being  admitted,  and  when  he  returns  to  his  home. 
South  Dakota's  Child  Welfare  Division  is  giving  increased  case-work 
service  to  children  in  State  institutions.  Oklahoma,  Louisiana,  and 
Arkansas  are  extending  child  welfare  services  to  State  institutions  and 
training  schools. 

Day  care. — Since  the  withdrawal  on  February  28,  1946,  of  Federal 
funds  under  the  Lanham  Act  for  day  care  of  children  of  employed 
mothers,  the  number  of  day  care  centers  receiving  support  from  pubhc 
funds  has  been  decreasing  every  year,  notwithstanding  the  continued 
high  employment  of  mothers  with  young  children.  In  1948,  there 
were  only  4  States  and  the  District  of  Columbia  where  State  financial 
aid  was  forthcoming.  In  California,  Washington,  and  Massachusetts 
these  funds  were  available  through  State  boards  of  education,  in  New 
York  State  through  the  State  Youth  Commission,  and  in  the  District 
of  Columbia  through  the  Board  of  Pubhc  Welfare.  A  few  scattered 
cities,  such  as  New  York  City,  Philadelphia,  Kalamazoo,  and  Denver, 
provided  local  public  funds  for  this  purpose. 

Various  citizen  groups,  such  as  the  Michigan  Council  of  Women 
in  Business  and  Industry,  are  continuing  their  efforts  to  get  pubhc 
support  of  day  care  programs,  but  with  little  success  to  date. 

JUVENILE   DELINQUENCY 

At  least  275,000  boys  and  girls,  it  is  estimated,  appeared  before 
juvenile  courts  as  delinquents  during  the  year.  This  represents  about 
two-thirds  of  all  cases  which  these  courts  handle.     The  remaining 
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third  are  cases  of  children  who  are  dependent  or  neglected  or  require 
some  other  special  action.  Approximately  half  the  juvenile  delin- 
quency cases  are  disposed  of  without  formal  judicial  action.  On  the 
basis  of  reports  from  212  courts,  it  appears  that  the  volume  of  juvenile 
delinquency  cases  decreased  from  1946  to  1947  at  the  rate  of  about 
12  percent. 

An  analysis  by  the  Bureau  of  delinquency  cases  in  juvenile  courts 
over  the  10-year  period  1938  through  1947  shows  that  the  trend  in 
juvenile  delinquency,  as  evidenced  by  such  cases  in  a  limited  number 
of  comparable  courts,  is  definitely  on  the  downgrade  from  its  wartime 
peak.  Throughout  the  10-year  period,  there  was  no  significant 
change  in  offenses  alleged  against  children  brought  before  the  courts. 
Of  all  juvenile  court  cases  reported,  38  percent  in  1938  and  43  percent 
in  1945  involved  detention  care  for  one  or  more  nights.  The  majority 
of  children  who  are  detained  are  cared  for  in  specialized  detention 
homes,  but  many  children  are  still  kept  in  police  stations  and  common 
jails. 

Recently,  courts  seem  to  be  resorting  somewhat  less  frequently 
than  in  former  years  to  committing  children  to  public  institutions. 
In  1938,  10  percent  of  the  boys'  delinquency  cases  and  16  percent  of 
girls'  cases  reported  to  the  Bureau  were  disposed  of  by  committment 
or  referral  to  State  training  schools  and  other  public  institutions. 
By  1945,  the  corresponding  percentages  were  down  to  8  and  12.  This 
adds  up,  nevertheless,  to  some  20,000  children  who  are  presently 
being  turned  over  to  public  institutions  each  year  where  many  of 
them  stay  for  more  than  a  year. 

There  is  a  definite  trend  toward  the  central  administration  of 
State  services  for  delinquent  youth. 

From  almost  every  region  in  the  country  reports  were  received 
during  the  year  of  increased  awareness  of  the  need  to  improve  insti- 
tutional standards  for  the  care  of  delinquent  youth.  Louisiana's 
Department  of  Public  Welfare  assigned  trained  child-welfare  workers 
to  the  training  school  for  Negro  youth,  and  plans  are  under  way  to 
do  the  same  for  the  training  school  for  white  girls.  In  Arkansas,  the 
Governor  directed  that  a  study  be  made  of  all  training  schools  for 
boys  and  girls  and  requested  help  in  this  from  the  State's  child  welfare 
division  and  the  Arkansas  Council  for  Children  and  Youth.  In 
Texas,  the  Training  School  Code  Commission,  created  by  the  1947 
Legislature,  made  its  report  to  the  1949  Legislature,  and  a  bill  was 
passed  which  created  the  Youth  Development  Council  to  coordinate 
preventive  and  treatment  services  for  delinquent  children  and  to 
administer  the  State  training  schools.  Greatly  increased  interest  in 
State  training  school  programs  has  been  shown  in  a  number  of  States, 
notably  Colorado,  Utah,  Kansas,  and  Missouri. 
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Again,  deficiencies  in  service  to  children  of  minority  groups  show 
up  in  provisions  for  these  children  with  behavior  problems. 

Children  Receiving  Service  From  Public  Welfare  Agencies 

At  the  close  of  1948,  223,000  children  were  reported  as  receiving 
service  from  State  and  local  departments  of  welfare.  For  the  country 
as  a  whole,  this  means  about  5  out  of  every  1,000  were  getting  some 
kind  of  help  from  these  agencies.  In  individual  States,  the  propor- 
tions varied  from  one  to  15  per  1,000.  States  with  lowest  rates  of 
children  served  were  concentrated  in  the  Southern  region  of  the  coun- 
try which,  as  a  group,  reported  3  per  1,000  as  compared  with  5  in  the 
West  and  6  in  the  North. 

Children  living  in  public  institutions  for  dependent  and  neglected 
children,  at  the  end  of  1947,  were  estimated  at  14,000.  An  earlier 
study,  covering  1943,  indicated  that  all  children  in  public  and  private 
institutions  for  dependent  and  neglected  children  totaled  103,000,  with 
about  13  percent  of  these  in  pubhc  institutions.  Whether  in  1947  the 
same  proportions  held  as  between  the  two  categories  of  institutions  is 
not  known. 

Personnel  and  Staff  Development  in  State  Programs 

Small  signs  of  improvement  in  the  personnel  situation  are  beginning 
to  show.  On  June  30,  1948,  3,629  full-time  public  child  welfare  em- 
ployees were  employed  by  53  States,  including  Territories  and  pos- 
sessions. This  was  a  12  percent  increase  over  the  previous  year.  Of 
these  full-time  workers,  931  were  paid  in  whole  or  in  part  from  Federal 
-hild  welfare  service  funds.  In  addition,  3,621  public  employees  who 
were  primarily  responsible  for  other  welfare  programs  devoted  part 
of  their  time  to  child  welfare.  Federal  child  welfare  funds  con- 
tributed to  the  salaries  of  119  of  these  employees.  From  these 
figures  it  is  seen  that  the  great  majority  of  public  child  welfare  workers, 
both  full  or  part-time,  are  paid  from  State  and  local  funds  entirely. 

Child  welfare  case  workers  made  up  three-fourths  of  the  total  num- 
ber of  full-time  public  child  welfare  employees  reported  on  June  30, 
1948.  Although  progress  has  been  made  in  extending  child  welfare 
services  to  rural  areas,  these  workers  are  still  concentrated  in  relatively 
few  States,  and  in  urban  areas.  More  than  half  the  full-time  child 
welfare  case  workers  reported  in  1948  by  the  53  jurisdictions  were 
concentrated  in  8  States,  and  close  to  45  percent  of  all  full-time 
workers  were  clustered  in  66  counties  which  have  cities  of  100,000  or 
more  population. 

Recruitment  of  new  workers  is  easing  personnel  difficulties  slightly 
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An  increasing  number  of  States  have  worked  out  careful  plans  for 
staff  development.  As  a  part  of  staff  development  programs,  13 
States  budgeted  Federal  funds  for  97  workers  receiving  orientation 
to  the  field  of  social  work  prior  to  educational  leave  for  study  in  a 
school  of  social  work  and  3  States  budgeted  funds  for  42  workers 
receiving  concentrated  supervision  after  educational  leave.  Federal 
funds  may  also  be  used  for  providing  supervisors  in  field  work  training 
units  in  schools  of  social  work.  Twelve  States  in  1949  provided  from 
Federal  funds  19  positions  for  supervisors  of  such  training  units,  as 
against  9  States  with  14  such  positions  the  year  before.  The  Bureau 
issued,  for  the  help  of  State  agencies,  a  bulletin  on  "State  Programs 
for  Staff  Development  in  Child  Welfare." 

RESEARCH  AND  REPORTING 

The  Bureau's  mandate  from  Congress  to  investigate  and  report 
"upon  aU  matters  pertaining  to  the  welfare  of  children  and  child  life 
among  all  classes  of  our  people,"  contained  in  the  act  of  1912  that 
created  the  Bureau,  is  a  broad  directive.  With  the  limited  staff  avail- 
able for  such  investigations  and  reports,  not  many  areas  can  be  cov- 
ered each  year,  and  few  can  be  worked  intensively. 

On  the  recommendation  of  its  research  advisers,  the  Bureau  created 
in  1948  a  Clearinghouse  for  Research  in  Child  Life,  as  one  of  the  most 
effective  ways  in  which  it  might  help  in  this  broad  field.  The  purpose 
of  the  Clearinghouse  is  two-fold.  First,  it  provides  investigators  with 
a  central  source  of  information  about  research  projects  that  have  been 
initiated  but  not  yet  concluded.  Such  information  does  not  in  any 
way  duplicate  reports  of  completed  research  which  appear  regularly 
in  professional  journals.  The  second  purpose  is  to  provide  the  Chil- 
dren's Bureau  with  a  factual  basis  in  planning  and  making  suggestions 
on  additional  research  needed^ — whether  undertaken  under  public  or 
private  auspices. 

During  its  first  year,  the  Clearinghouse  assembled  reports  of  1,500 
studies  relating  to  the  emotional,  mental,  social,  and  physical  prob- 
lems of  child  growth  and  development.  These  reports  were  con- 
tributed by  workers  in  universities,  schools,  child  welfare  stations, 
professional  organizations,  and  other  research  centers  throughout  the 
country. 

Among  the  projects  reported,  those  concerned  with  measurement  of 
personality  outnumber  any  other  group.  These  studies  of  techniques 
of  personality  measurement  are  concerned  for  the  most  part  with  the 
diagnosis  of  emotional  disturbance.  Many  investigations  are  under- 
way into  the  physical,  intellectual,  and  emotional  problems  involved 
in  learning,  both  in  and  out  of  school,  for  normal,  phj^sically  handi- 
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capped,  and  mentally  deficient  children.  Investigations  of  racial  and 
cultural  factors  are  frequently  concerned  with  community  and  family 
customs  and  practices  and  their  effect  on  children.  Evaluation  of 
services  to  children,  mainly  in  the  fields  of  health  and  welfare,  is  a 
fourth  category  in  which  many  research  projects  are  progressing. 
Studies  of  foster  care  are  numerous.  Abnormal  births,  such  as  still- 
births, premature  births,  and  congenital  malformations,  especially  in 
reference  to  the  diet  and  health  of  the  mother  before  delivery,  are  still 
another  area  of  current  research,  and  a  number  of  long-time  studies  of 
the  development  of  children  from  infancy  to  adulthood  are  under  way. 

Many  thousands  of  parents  turn  to  the  Children's  Bureau  each  year 
for  advice  and  guidance  on  problems  related  to  the  growth  and  develop- 
ment of  their  children.  These  requests  for  information,  in  many  in- 
stances, can  be  most  efficiently  and  satisfactorily  met  by  publications. 
In  the  preparation  of  these  publications,  the  Bureau's  research  staff 
draws  on  its  own  investigations  in  various  fields  and  on  the  large  body 
of  completed  research  by  all  kinds  of  public  and  private  institutions, 
universities,  and  centers. 

During  the  year,  the  Bureau  received  314,380  requests  for  informa- 
tion or  publications,  and  distributed  a  total  of  2,151,140  publications. 
A  great  proportion  of  these  were  the  Bureau's  "Bulletins  for  Parents," 
a  series  of  5  covering  the  life  span  of  a  child  from  conception  through 
adolescence.  This  series  was  completed  in  1949  with  the  publication, 
for  the  first  tune,  of  the  bulletin  "Your  Child  from  Six  to  Twelve." 
A  complete  revision  of  the  first  bulletin  of  the  series,  "Prenatal  Care," 
first  issued  in  1913  and  revised  various  times  since,  was  released  during 
the  year.  In  addition  to  the  bulletins  for  professional  use,  mentioned 
earlier,  the  following  were  prepared  or  published:  "Premature  Infants: 
A  Manual  for  Physicians,"  "Childhood  Mortality  from  Rheumatic 
Fever  and  Heart  Disease,"  "Juvenile  Court  Laws  in  Foreign  Coun- 
tries," "Guardianship:  A  Way  of  Fulfilling  PubHc  Responsibility  for 
Children,"  "Essentials  of  Adoption  Law  and  Procedure,"  "Confidential 
Nature  of  Birth  Records,"  and  "Trends  and  Developments  in  Public 
Child  Welfare  Services." 

STATE  AND  NATIONAL  PLANNING  FOR  CHILDREN 
AND  YOUTH 

State  and  local  planning  for  children  and  youth  represents,  at  least 
in  some  regions,  the  brightest  spot  in  the  year's  picture  of  child  welfare. 
At  the  close  of  the  year.  State  committees  or  commissions  were  active 
in  36  States  and  one  Territory.  Functions  of  these  committees,  like 
their  organization,  authority,  and  methods  of  financing,  vary  widely. 
Almost  universally  they  represent  a  teaming  together  of  public  and 
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private  organizations  for  the  improvement  of  health,  welfare,  educa- 
tion, recreation,  and  other  services  for  children  and  youth.  Many 
have  on  their  agenda  preparatory  work  for  a  Midcentury  White  House 
Conference. 

At  its  annual  meeting  in  February,  1949,  the  National  Commission 
on  Children  and  Youth,  including  among  its  145  members  representa- 
tives of  70  national  organizations  and  professional  associations,  gave 
its  major  attention  to  plans  for  the  proposed  Midcentury  White  House 
Conference.  The  Commission  adopted  a  report.  Moving  Ahead  jor 
Children  and  Youth,  which  points  out  specific  advances  that  can  be 
made  through  governmental  and  voluntary  action. 

The  Interdepartmental  Committee  on  Children  and  Youth,  created 
in  1948  by  the  Federal  Security  Administrator  at  the  request  of  the 
President  and  including  members  from  all  Federal  departments  and 
agencies  with  programs  for  children,  made  as  its  major  project  of  the 
year  an  inquiry  into  Federal  agency  objectives  in  programs  for  chil- 
dren and  youth.  Results  of  this  inquiry  will  be  used  as  a  basis  for 
promoting  better  coordination  of  services  among  the  Federal  agencies 
and  for  consideration  by  the  White  House  Conference.  Members  of 
the  Interdepartmental  Committee  are  from  the  staffs  of  the  Depart- 
ments of  Agriculture,  Interior,  Justice,  and  Labor;  the  National  Mili- 
tary EstabHshment;  the  Administrative  Office  of  the  United  States 
Courts;  the  Federal  Security  Agency;  the  Housing  and  Home  Finance 
Agency;  the  Selective  Service  System;  and  a  consultant  from  the 
Bureau  of  the  Budget. 

A  Joint  Interim  Committee,  made  up  of  representatives  from  the 
National  Commission  on  Children  and  Youth  and  the  Interdepart- 
mental Committee  on  Children  and  Youth,  developed  recommenda- 
tions on  the  proposed  Midcentury  White  House  Conference  on  Chil- 
dren and  Youth.  These  recommendations,  which  incorporated  sug- 
gestions from  many  national  health,  education,  recreation,  and  social 
welfare  organizations,  labor,  farm,  civic,  and  church  groups,  and  out- 
standing individuals  who  were  consulted  during  the  year,  were  trans- 
mitted to  the  Federal  Security  Administrator  and  to  the  President  of 
the  United  States. 

It  is  expected  that  the  Midcentury  Conference  will  be  held  in  the 
latter  part  of  1950.  In  the  intervening  months,  a  National  Com- 
mittee, appointed  by  the  President,  will  give  general  direction  to  pre- 
paratory work,  aided  by  the  Interdepartmental  Committee  on  Chil- 
dren and  Youth,  and  supported  by  a  Wliite  House  Conference  staft' 
attached  to  the  Children's  Bureau  and  made  possible  by  a  special 
appropriation  of  the  Congress. 
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INTERNATIONAL  COOPERATION 

International  problems  relating  to  children  increasingly  challenge 
the  generosity  and  ingenuity  of  citizens  in  this  country  as  knowledge 
of  these  problems  and  instruments  for  dealing  with  them  are 
sharpened. 

An  important  concern  of  the  Bureau  during  the  year  was  assisting 
in  the  placement  of  unattached  European  children  coming  to  this 
country  under  the  Displaced  Persons  Act  of  1948.  The  Bureau  was 
responsible  for  designating  the  agencies  to  whom  admitted  children 
may  be  referred.  From  October  1948  to  March  1949,  the  United 
States  Committee  for  the  Care  of  European  Children,  the  official 
agency  for  bringing  into  the  country  children  qualified  under  the 
Displaced  Persons  Act,  had  brought  over  225  children.  As  protec- 
tion for  these  children,  the  Bureau  prepared  and  distributed  to  ap- 
proved agencies  a  statement  of  standards  for  their  care,  in  foster 
homes  under  child  caring  agencies,  in  temporary  reception  centers, 
and  in  other  types  of  group  living  arrangements. 

Since  1941  the  Children's  Bureau  has  been  one  of  some  50  Federal 
agencies  participating  in  a  broad  program  of  international  coopera- 
tion sponsored  by  the  Department  of  State  and  coordinated  through 
the  Interdepartmental  Committee  on  Scientific  and  Cultural  Co- 
operation. During  the  year  Bureau  consultants,  working  under  this 
program  in  Latin  America,  directed  their  services  both  to  welfare 
agencies  and  schools  of  social  work  in  Brazil,  Chile,  Colombia,  and 
Haiti.  In  the  health  field,  assistance  was  given  to  Ecuador  and  to 
the  Mexican-U.  S.  Border  Public  Health  Association. 

Study  programs  were  planned  for  specialists  from  Peru,  Ecuador, 
Guatemala,  and  Mexico  and  for  17  United  Nations  fellows  from  China, 
India,  the  Philippines,  New  Zealand,  the  Netherlands,  and  Denmark. 
Six  German  specialists  interested  in  social  services  to  children  and 
youth  came  to  the  Bureau  for  special  training.  In  addition,  205  for- 
eign visitors  from  43  countries,  many  of  them  officially  sponsored, 
visited  the  Bureau  for  special  observation  and  program  planning. 

The  Chief  of  the  Children's  Bureau  continued  throughout  the  year 
to  serve  as  a  member  of  the  Executive  Board  and  Programme  Com- 
mittee of  the  United  Nations  International  Children's  Emergency- 
Fund.  The  scope  of  the  Fund's  activities  has  been  extended  to  include 
assistance  in  relief  work  in  the  Middle  East  for  Arab  and  Jewish 
refugees,  in  cooperation  with  the  United  Nations  Palestine  Relief 
Administration,  extension  of  programs  in  Asia  and  development  of 
projects  for  Central  and  South  America.  Countries  of  North  Africa — 
Algeria,  Egypt,  Morocco,  and  Tunisia — and,  in  the  Middle  East, 
Israel  and  Lebanon,  are  included  in  the  Fund's  BCG  anti-tuberculosis 
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vaccination  program.  By  April  1949  UNICEF  had  made  400  trans- 
oceanic shipments  totalling  more  than  a  quarter  of  a  billion  pounds  of 
foodstuffs.  Of  that  amount,  more  than  one-half,  or  some  165,000,000 
pounds,  was  milk.  Besides  food,  the  Fund  shipped  nearly  $4,000,000 
worth  of  cotton,  wool,  leather  and  hides;  and  nearly  $600,000  in 
medical  supplies.  Supplies  are  drawn  from  countries  all  over  the 
world.  As  of  the  same  date  24  countries  were  participating  in  the 
BCG  campaign  against  tuberculosis. 

With  the  assistance  of  a  member  of  the  staff  of  the  Social  Service 
Division,  the  Chief  of  the  Bureau  completed  an  assignment  as  Chair- 
man of  U.  S.  working  party  on  juvenile  delinquency  set  up  by  the 
Division  of  Social  Activities  of  the  United  Nations.  The  Bureau  also 
cooperated  in  the  work  of  the  Social  Welfare  Subcommittee  of  the 
Interdepartmental  Committee  on  International  Social  Policy. 

Early  in  1949,  Dr.  Martha  M.  Eliot,  Associate  Chief,  was  made 
available  to  the  Office  of  Mihtary  Government  for  Germany  (U.  S.) 
for  initiating  planning  of  a  survey  of  child  health  and  child  welfare 
needs  in  the  United  States  Zone  of  Germany.  She  was  assisted  by 
Dr.  Jessie  M.  Bierman,  School  of  Public  Health,  University  of  Cali- 
fornia, Berkeley,  Cahfornia,  and  Mr.  Gunnar  Dybwad,  Supervisor, 
Children's  Division,  State  Department  of  Social  Welfare,  Lansing, 
Michigan.  Recommendations  were  made  to  the  Military  Government 
authorities  in  the  United  States  Zone  of  Germany.  The  Associate 
Chief  of  the  Bureau  presided  over  a  meeting  of  the  Expert  Committee 
on  Maternal  and  Child  Health  of  the  World  Health  Organization  in 
Geneva  in  January  and  as  adviser  to  the  United  States  delegation 
attended  a  meeting  of  the  Executive  Board  Committee  on  Adminis- 
tration and  Finance  of  WHO  in  February.  On  June  1  she  resigned 
from  the  Children's  Bureau  to  become  Assistant  Director  General  of 
the  WHO.  The  Bureau  will  continue  to  cooperate  with  WHO  in 
activities  relating  to  maternal  and  child  health. 

RECOMMENDATIONS 

As  a  people  we  have  set  our  sights  high  for  our  children,  and  in 
many  ways  we  have  not  failed  them.  Great  numbers  of  children  in 
our  country  have  advantages  for  sound  growth  that  no  earlier  genera- 
tion had  and  that  exceed  those  in  any  other  large-  country.  But  many 
children  never  have  even  a  look  at  decent  living.  Much  that  we  know 
about  the  needs  of  human  beings  in  their  formative  years  is  put  into 
excellent  practice  for  some  children,  while  it  scarcely  touches  the  lives 
of  others.  We  know  fairly  well  the  work  load  that  doctors,  nurses, 
social  workers,  and  other  children's  workers  can  carry,  but  we  continue 
to  expect  too  few  of  them  to  do  too  big  a  job  and  give  too  few  of  them 
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help  in  getting  the  speciaHzed  training  they  should  have.  The  first 
half  of  this  century  has  demonstrated  the  near  miracles  that  health 
promotion  services  can  accomplish  in  saving  lives  and  reducing  illness 
in  children,  but  we  provide  such  services  for  few  children  outside 
metropolitan  areas.  We  spend  great  sums  for  the  care  of  victims  of 
emotional  illness,  but  only  a  pittance  to  learn  more  about  the  causes 
of  such  sickness. 

These  are  not  new  observations.  They  have  been  made  many 
times  before.  What  makes  then  particularly  challenging  at  this  time 
is  the  enormous  increase  in  our  child  population,  especially  of  very 
young  children.  If  we  are  going  to  move  closer  to  the  goal  of  a  good 
start  and  a  fair  chance  for  all  children,  and  not  simply  stand  still,  we 
have  an  even  greater  job  to  do.  For  services  need  not  only  to  be 
multiplied  but  in  many  areas  to  be  modernized,  too,  in  the  light  of  the 
new  understanding  of  the  interrelationship  of  emotional  and  physical 
factors  in  human  growth  and  of  the  interaction  of  environmental 
influences  on  personality  development. 

This  is  a  challenge  to  all  the  people,  working  as  parents  and  neigh- 
bors, as  contributors  to  and  supporters  of  the  many  valuable  private 
organizations  concerned  with  children,  and  as  stockholders  in  local. 
State  and  Federal  governments.  No  one  approach  has  a  monopoly 
of  the  "know  how."  No  one  can  "go  it"  alone.  In  fact,  one  of  the 
devices  by  which  gains  in  behalf  of  children  could  and  should  be 
speeded  up  is  closer  teamwork  between  individual  citizens,  private 
agencies,  and  public  services.  Many  fine  examples  of  close  collab- 
oration already  exist. 

The  Federal  Government  has  a  particular  responsibility  for  helping 
both  to  increase  the  availability  and  improve  the  quality  of  children's 
services.  It  can  help  to  even  up  the  discrepancies  between  the  States 
and  communities  in  their  capacity  to  meet  the  needs  of  their  children, 
many  of  whom,  when  they  are  grown,  will  move  on  to  live  and  work  in 
and  possibly  become  charges  on  other  regions  and  other  States. 
From  its  national  vantage  point,  the  Federal  Government  can  do 
much,  too,  to  help  in  stepping  up  the  quality  of  service.  It  can  do  this 
through  demonstrations  of  good  services  that  can  become  models  for 
States,  communities,  and  organizations.  By  observing  the  out- 
standing achievements  of  one  State  or  community  or  agency,  and 
making  them  known  to  others,  it  can  spread  a  knowledge  of  good 
methods.  By  opening  more  doors  to  schools  and  training  centers  for 
more  professional  workers  and  stimulating  the  organization  of  spe- 
ciahzed  training  opportunities  for  graduate  workers  it  can  develop 
better  services.  The  search  for  new  knowledge  and  new  ways  of 
testing  effective  methods  of  working  sometimes  encounters  handicaps 
that  Federal  aid  could  help  in  overcoming.     Many  broad  studies  of 
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child  growth   and   development,   which  would   otherwise  never  be 
undertaken,  could  best  be  done  by  the  Federal  Government. 

If  we  are  not  to  continue  to  deny  to  some  children  the  chance  they 
need  for  a  safe,  healthy,  and  wholesome  childhood  simply  because 
they  happen  to  be  born  in  one  State  rather  than  another,  or  to  one 
family  rather  than  to  another;  if  we  are  not  to  be  satisfied  with  second 
quahty  service  when  first  quahty  is  possible  with  the  expenditure  of 
reasonable  increases  of  funds,  then  we  should  focus  attention  on  three 
major  areas  of  need. 

Improved  Services 

The  Social  Security  Administration  holds  that  the  present  limitation 
in  annual  appropriations  of  $22  milhon  for  grants  to  the  States  for 
child  health  and  welfare  services  is  unreahstic.  This  sum  reflects 
neither  the  need  of  States  for  help  nor  the  capacity  of  the  Federal 
Government  to  give  help. 

In  the  case  of  health  services,  which  now  receive  $18.5  miUion  of  the 
$22  million  total,  the  States  report  to  the  Children's  Bureau  that  they 
could  put  to  good  use  at  least  $50  miUion  m  the  coming  year.  That 
sum  should  be  made  the  floor  under  all  future  Federal  contributions. 
After  an  initial  year  at  this  rate,  the  Congress  should  review  the 
situation  in  the  States  each  year,  and  appropriate  whatever  Federal 
funds  which,  together  with  State  funds,  the  States  demonstrate  they 
can  use  effectively  in  progressively  expanding  and  improving  their 
services  until  they  reach  all  chfldren  in  need  of  them. 

Half  the  $50  million  of  Federal  grants  for  child  health  services 
should  go  to  extending  and  improving  maternal  and  child  health 
services.  Each  State  has  its  own  special  need  for  help  in  developing 
these  services,  but  many  want  to  use  expanded  funds  for  a  major 
attack  on  the  last  great  front  in  the  battle  agamst  infant  mortality: 
deaths  due  to  premature  birth.  If  any  appreciable  advance  is  to  be 
made  in  this  field,  programs  must  include  the  prevention,  detection, 
and  treatment  of  abnormal  conditions  in  the  mother  before  and  during 
pregnancy ;  care  of  prematures  during  delivery  and  the  neonatal  period; 
and  continuing  care  until  the  premature  infant  catches  up  with  his 
age-mates  in  physical,  social,  and  emotional  development.  Physicians 
and  nurses  will  require  special  training,  and  premature  units  and 
centers  in  hospitals  will  have  to  be  staffed,  equipped,  and  maintained. 

Extension  of  health  services  to  children  of  school  age  is  also  urgently 
needed,  to  insure  that  these  children  are  protected  from  infections  and 
conditions  which  interfere  with  proper  growth  and  development,  and 
that  any  physical  or  emotional  handicaps  they  have  are  removed  or 
relieved  so  that  they  can  reaUze  their  full  potentialities. 
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Another  area  in  which  the  States  are  impatient  to  press  ahead  is  in 
providing  treatment  for  more  crippled  children.  The  other  half  of 
the  $50  million  should  go  to  State  crippled  children's  agencies.  The 
situation  in  these  State  programs,  as  reported  to  the  Bureau,  has 
assumed  the  proportion  of  a  national  tragedy.  Many  States  have 
had  to  take  drastic  steps  to  limit  their  crippled  children's  services 
because  funds  have  not  kept  pace  with  mounting  hospital  costs. 
Some  are  accepting  no  new  cases  at  all.  Others  are  taking  on  only 
the  most  urgent  cases.  Some  find  themselves  forced  to  send  children 
home  from  hospitals  and  convalescent  homes  before  they  should  go; 
others,  to  refuse  to  provide  braces  that  are  needed.  Itinerant  clinics, 
which  used  to  serve  children  in  outlying  areas,  have  had  to  be  dis- 
continued in  various  States.  Another  year  should  not  be  allowed  to 
pass  while  the  30,000  crippled  children  now  known  to  State  crippled 
children's  agencies  wait  for  relief  from  their  suffering. 

In  the  case  both  of  maternal  and  child  health  services  and  of  services 
for  crippled  children,  allotments  to  States  should  be  on  the  basis  of 
the  number  of  children  in  each  State,  its  per  capita  income,  and  special 
conditions  in  the  State  that  affect  the  job  to  be  done.  States  should 
be  required  to  match  Federal  funds  by  a  sliding  scale  that  takes  into 
their  per  capita  incomes.  As  in  the  present  consideration  programs 
under  title  V  of  the  Social  Security  Act,  the  Federal  Security  Admin- 
istrator should  be  authorized  to  make  regulations,  after  consultation 
with  State  agencies,  and  approve  State  plans  for  the  use  of  Federal 
funds.  Expansion  of  State  programs  should  be  encouraged  as  fast 
as  qualified  personnel  and  facilities  are  available.  Each  State  agency 
administering  a  program  should  appoint  and  consult  at  regular  inter- 
vals an  advisory  councU,  composed  of  representatives  of  public  and 
private  agencies  and  organizations  administering  related  programs, 
of  professions  furnishing  services  under  the  program,  and  of  the 
general  pubHc.  Up  to  10  percent  of  the  proposed  $50  miUion  and 
whatever  amounts  are  subsequently  appropriated  annually  by 
Congress  should  be  available  to  the  Federal  Security  Agency  for  dem- 
onstrations, studies,  training,  and  special  assignments  of  its  staff, 
and  for  administration. 

Obviously,  any  expansion  which  is  undertaken  in  Federal  aid  for 
local  health  services,  the  construction  of  hospitals  and  health  centers, 
and  other  health  services,  facilities,  and  personnel  for  the  whole 
population  will  provide  a  stronger  framework  within  which  services 
for  children  can  develop.  Every  gain  we  make  in  the  health  and 
weUbeing  of  all  the  people  brings  its  benefits,  directly  or  indirectly,  to 
children.  But  because  children  have  special  health  needs,  there 
must  be  special  provision  for  assuring  them  special  care. 

The  present  statutory  limitation  of  $3.5  million  in  Federal  grants 
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for  the  improvement  and  extension  of  child  welfare  services  should  also 
be  removed,  and  in  its  place  a  floor  of  at  least  $12  million  be  placed 
under  annual  grants  from  the  Federal  Government  for  this  purpose. 
Subsequent  annual  grants  should  be  determined  on  the  basis  of  the 
demonstrated  need  of  the  States.  The  combined  efforts  of  public 
and  voluntary  agencies  still  leave  many  areas  completely  without 
services,  and  other  areas — cities  as  well  as  rural  districts — where 
services  are  available  on  a  very  limited  scale.  Many  private  agencies 
have  indicated  that  expansion  in  public  services  is  necessary  if  all 
children  who  are  dependent,  neglected,  homeless,  and  dehnquent 
are  to  be  helped  or  cared  for.  Grants-in-aid  to  State  public  welfare 
agencies  place  particular  emphasis  upon  child  welfare  services  in 
rural  areas,  but  even  with  14  years  of  such  a  program,  approximately 
4  out  of  every  5  counties  still  do  not  have  the  full-time  services  of  a 
child  welfare  case  worker  paid  from  public  funds.  When  a  child 
welfare  worker  is  not  available,  communities  often  have  to  make 
second  and  third-rate  plans  for  their  children  in  trouble. 

Evidences  of  neglect  of  children  with  serious  social  and  emotional 
problems  show  how  urgently  larger  Federal  funds  are  needed.  Many 
instances  are  reported  of  children  who  have  been  ordered  by  the  courts 
to  be  removed  from  their  own  homes  because  they  were  neglected  or 
abused  but  who  have  had  to  continue  to  live  under  these  dangerous 
conditions  because  there  was  no  trained  worker  to  find  a  better  place 
for  them  to  go. 

Some  parents  who  are  aware  that  theii'  children  are  developing 
serious  behavior  problems  have  no  place  to  turn  for  help.  In  many 
communities,  courts  have  no  organized  probation  services,  and  no 
persons  skilled  in  making  suitable  plans  for  children.  Superintendents 
of  training  schools  of  delinquent  children  frequently  state  that  very 
young  children  and  children  whose  problems  are  not  sufficiently 
serious  to  warrant  commitment  to  institutions  for  delinquents  are 
sent  to  them.  Many  of  these  childi-en  need  not  have  been  removed 
from  their  homes  at  all  if  the  parents  and  the  community  had  been 
able  to  turn  to  a  trained  child  welfare  worker  for  help  in  meeting  the 
child's  problem.  In  a  number  of  communities,  children  needing  foster 
family  care  are  being  placed  on  waiting  lists  because  there  is  not 
enough  money  to  take  care  of  them.  Over  50,000  children,  it  is 
estimated,  are  detained  in  jail  every  year.  Some  25,000  children  who 
have  run  away  from  home  are  dealt  with  by  juvenile  courts  each  year, 
and  States  have  few  resources  for  doing  something  for  these  youngsters. 
The  Bureau  knows  of  no  State  or  county  which  feels  that  it  is  meeting 
satisfactorily  the  problem  of  juvenile  delinquency. 

Expanded  and  improved  child  welfare  services  would  offer  con- 
structive means  for  meeting  many  of  these  problems,  and  others  like 
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them.  State  child  welfare  agencies  would  probably  put  greatest 
emphasis,  when  larger  Federal  grants  become  available,  on  providing 
better  foster  care,  principally  in  foster  family  homes,  for  children  who 
cannot  be  helped  in  their  own  homes;  on  providing  additional  trained 
workers  in  areas  not  now  reached;  and  on  financing  better  detention 
and  emergency  care  and  the  return  of  runaway  or  other  non-resident 
children. 

As  in  the  case  of  maternal  and  child  health  workers,  there  is  keen 
awareness  among  child  welfare  workers  of  the  values  to  be  gained 
when  their  services  are  intimately  related  to  programs  affecting  all 
age  groups.  Public  social  services  to  children  should  be  part  of  a 
strong  public  welfare  program.  There  must  be  maximum  use  of  the 
contribution  of  both  public  and  voluntary  agencies  in  moving  toward 
their  common  goal  of  making  available  to  every  child  the  care  he 
needs. 

Better  and  More  Personnel 

Another  great  need  that  must  be  met,  if  health  and  welfare  services 
are  to  be  fully  available  to  all  children  in  need  of  them,  wherever  they 
may  live  and  whatever  the  circumstances  of  their  families,  is  an  in- 
crease in  the  number  of  workers  trained  specifically  for  these  services, 
whether  they  are  provided  pubhcly  or  privately.  The  evidence  of 
the  American  Academy  of  Pediatrics  that  the  child  population  is  5 
times  greater  per  physician  in  some  States  than  in  others  gives  some 
measure  of  the  need  of  more  personnel  in  this  field.  Desirable  norms 
in  the  number  of  child  welfare  workers  who  should  be  available  for 
every  1,000  children  are  harder  to  arrive  at.  But  when  some  State 
child  welfare  agencies  report  that  the  proportion  of  children  receiving 
services  is  10  times  as  big  in  some  areas  as  in  others,  the  presumption 
is  inescapable  that  the  need  for  more  of  these  workers  is  great.  De- 
ficiencies in  the  number  of  children's  workers  are  not  limited  to  these 
professions.  Across  the  board,  the  plea  from  private  and  public 
agencies  is  for  more  nurses,  nutritionists,  physical  therapists,  occupa- 
tional therapists,  psychiatrists,  psychologists,  medical  social  workers, 
and  special  consultants  in  foster  care,  group  work,  institutional  care, 
and  the  other  specialities  in  the  social  service  field. 

Public  investment  in  education  for  all  the  health  and  welfare  profes- 
sions, and  financial  assistance  to  enable  qualified  young  men  and 
women  to  undertake  the  long  and  expensive  training  which  many 
could  not  otherwise  afford,  are  first  requisites.  But  since  the  care  of 
children  is  both  qualitatively  and  quantitatively  different  from  the 
care  of  adults,  even  graduate  physicians,  nurses,  medical  social 
workers,  and  other  health  workers  should  have  additional  speciaHzed 
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training  if  they  are  to  function  effectively  for  children.  In  line  with 
the  newer  awareness  of  the  need  for  children's  workers  to  deal  with 
the  whole  child,  and  not  only  with  his  immediate  and  acute  ache  or 
pain,  training  courses  should  be  broad  in  scope,  giving  students  an 
acquaintance,  at  least,  with  the  content  of  allied  social  sciences  as 
they  relate  to  child  growth  and  development. 

Intensified  Research  in  Child  Life 

Parents  and  others  having  responsibility  for  children  are  constantly 
seeking  knowledge  about  how  they  can  approach  more  constructively 
the  day  to  day  problems  of  child  rearing.  At  present,  much  more  is 
known  about  the  physical  care  of  children — how  they  should  be  fed, 
how  they  can  be  protected  from  disease — than  about  the  effect  of 
the  relations  of  a  child  with  his  parents,  his  teachers,  and  others,  and 
about  his  ability  to  get  along  with  himself.  The  big  frontier  in 
research,  as  far  as  children  are  concerned,  is  their  emotional  and  social 
growth.  Professional  workers  are  in  urgent  need,  too,  of  new  light 
on  these  aspects  of  human  development.  At  every  turn,  the  lack  of 
such  knowledge  affects  immediately  the  quality  of  care  such  workers 
can  provide,  and  ultimately  the  cost  to  society  of  individuals  whose 
twisted  and  sick  personaHties  and  emotions  lead  to  anti-social  behavior. 

The  vast  majority  of  research  projects  that  should  be  undertaken 
in  this  field  should  be  carried  on  by  groups  and  individual  workers 
in  their  own  research  centers.  Some  other  types  of  research  that 
require  study  on  a  Nation-wide  scale  or  that  have  Nation-wide  signifi- 
cance to  State  and  community  programs  for  children  and  mothers 
can  best  be  undertaken  by  a  central  organization  such  as  the  Bureau. 
Both  kinds  of  research,  however,  call  for  strong  financial  backing  if 
significant  progress  is  to  be  made  in  this  most  difl&cult  field. 

The  Social  Security  Administration,  therefore,  recommends  that 
Federal  support  of  research  in  child  life  be  increased  by  $10  million 
the  first  year,  and  by  as  much  thereafter  as  the  Congress  shall  deter- 
mine, and  that  authority  be  given  to  make  grants  from  this  sum  to 
universities,  schools,  child  research  centers,  agencies,  and  individuals. 
Work  should  be  started  immediately  on  some  of  the  factors  and 
practices  in  child  bearing  and  early  infancy  related  to  the  physical, 
social,  and  personality  development  of  the  child. 
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Federal  Credit  Unions 

PROGRAM  OPERATIONS 

The  practice  of  usury  is  believed  to  be  older  than  recorded  history. 
In  Italy  during  the  15th  century  and  in  Germany  during  the  social 
revolution  of  1848,  to  name  only  two  scattered  instances,  community 
leaders  interested  in  the  welfare  of  poor  people  instituted  plans  for 
providing  credit  at  reasonable  rates.  From  these  early  beginnings 
a  plan  gradually  evolved  whereby  a  group  of  persons  could  pool 
their  savings  to  provide  a  fund  from  which  they  might  obtain  consum- 
er-type loans.  In  1900  such  cooperative  thrift  and  credit  societies 
were  introduced  by  Alphonse  Desjardins  in  Canada,  where  they  were 
called  "Peoples  Banks." 

When  such  organizations  were  initiated  in  the  United  States,  the 
term  "credit  union"  was  used  to  designate  them.  Massachusetts 
enacted  a  law  in  1909  which  provided  for  the  chartering  of  credit 
unions  and  is  usually  considered  the  beginning  of  the  credit  union 
movement  in  the  United  States.  Between  1909  and  1934,  when  the 
Federal  Credit  Union  Act  was  passed,  38  States  and  the  District  of 
Columbia  adopted  legislation  to  charter  credit  unions.  Operating 
under  these  laws  at  the  end  of  1934  were  approximately  2,450  credit 
unions,  with  427,000  members  and  $35.5  million  in  assets.  The 
general  provisions  of  the  Federal  Credit  Union  Act  are  similar  to 
those  of  many  of  the  State  laws  and  are  based  on  the  best  experience 
over  the  preceding  quarter  century. 

At  the  end  of  the  fiscal  year  1949,  credit  union  laws  existed  in  44 
States,  the  District  of  Columbia,  and  Puerto  Rico.  As  of  December 
31,  1948,  the  latest  date  for  which  complete  data  are  available,  the 
5,270  State-chartered  credit  unions,  with  more  than  2.1  million  mem- 
bers and  total  assets  of  $443.4  miUion,  were  operating  under  these 
laws.  As  in  the  banking  system  of  the  United  States,  these  State 
credit  unions  are  wholly  independent  of  the  Federal  credit  unions  dis- 
cussed below. 

DEVELOPMENT  OF  FEDERAL  CREDIT  UNIONS 

The  Federal  Credit  Union  Act  became  law  on  June  26,  1934.  The 
purposes  of  this  Act  were  "to  establish  a  Federal  Credit  Union  System, 
to  establish  a  further  market  for  securities  of  the  United  States  and  to 
make  more  available  to  people  of  small  means  credit  for  provident 
purposes  through  a  national  system  of  cooperative  credit,  thereby 
helping  to  stabilize  the  credit  structure  of  the  United  States."  The 
Farm  Credit  Administration  was  designated  as  the  agency  responsible 
for  carrying  out  its  provisions.     By  Executive  Order,  effective  May 
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Chart   20. — FEDERAL   CREDIT   UNIONS 
Membership  and  amount  of  shares  and  loans 
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16,  1942,  administration  of  the  Act  was  transferred  to  the  Federal 
Deposit  Insurance  Corporation  where  it  remamed  until  the  Bureau  of 
Federal  Credit  Unions  was  established. 

Federal  credit  union  charter  Number  1  was  granted  in  October 
1934.  The  number  of  Federal  credit  unions  increased  rapidly  until 
1941,  when  the  war  caused  a  decline  in  the  rate  of  organization  and  an 
increase  in  the  number  of  liquidations.  The  number  in  operation 
declined  from  4,144  on  December  31,  1941,  to  3,757  at  the  end  of 
1945.  Since  1946,  the  number  of  Federal  credit  unions  has  mcreased 
each  year,  and  4,058  were  in  operation  at  the  end  of  1948. 

Shares,  which  represent  the  savings  of  members  in  their  Federal 
credit  unions,  have  increased  each  year  since  the  Act  was  passed.  As 
of  December  31,  1948,  shares  totaled  more  than  $235  million.  The 
growth  in  membership  from  118,665  in  1935  to  1.6  million  at  the  close 
of  1948  was  made  in  spite  of  a  net  decrease  of  180,000  members  during 
the  war  years.  Average  shareholdings  per  member  increased  from 
$19  to  $144  during  the  period.  Although  these  amounts  are  small, 
they  are  important  to  the  individuals  concerned,  and  in  many  cases 
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represent  their  first  successful  efforts  to  save  money.  Federal  credit 
unions  promote  thrift  by  providing  convenient  facilities  and  by  ac- 
cepting share  payments  as  small  as  25  cents  per  month. 

Federal  credit  unions  are  permitted  by  the  Act  to  make  loans  to 
their  members.  The  maximum  maturity  for  such  loans  is  two  years 
and  the  interest  rate  may  not  exceed  one  percent  per  month  on  the 
unpaid  balance,  inclusive  of  all  charges  incidental  to  making  the  loan. 
From  1934  through  1941,  the  percentage  of  assets  outstanding  in  loans 
to  members  was  never  less  than  66  percent.  During  the  war  years, 
loans  to  members  declined  to  a  low  of  23  percent  of  total  assets  at 
the  end  of  1945.  With  conversion  to  peacetime  activities  and  in- 
creasing availability  of  consumer  goods,  the  volume  of  loans  increased 
rapidly.  At  the  close  of  1948,  loans  outstanding  to  members  amounted 
to  $137.6  million  or  53.3  percent  of  total  assets.  The  average  loan 
granted  during  1948  was  $227,  an  all-time  high.  A  survey  was  con- 
ducted to  determine  the  purposes  for  which  Federal  credit  unions 
granted  loans  during  the  calendar  year  1948.  It  disclosed  that  16 
percent  of  the  number  of  loans  were  for  current  living  expenses,  15 
percent  were  to  consolidate  debts,  15  percent  were  to  pay  hospital 
and  medical  bills,  and  15  percent  were  to  finance  the  purchase  of  du- 
rable consumer  goods.  The  total  amount  of  loans  granted  from  1934 
to  December  31,  1948,  exceeded  $1.3  billion.  Of  this  amount,  $1.9 
million  or  0.15  percent  was  charged  off  as  uncollectible  by  the  boards 
of  directors  of  the  Federal  credit  unions  concerned. 

The  growth  in  the  size  of  Federal  credit  unions  has  been  gradual 
and  shows  the  strengthening  of  the  established  organizations.  In 
1935  only  0.1  percent  of  all  Federal  credit  unions  had  assets  of  $100,000 
or  more,  whereas  in  1948,  16.2  percent  exceeded  this  amount.  The 
average  amount  of  assets  at  the  end  of  1948  was  $63,680,  but  nearly 
half  of  all  operating  Federal  credit  unions  had  assets  of  less  than 
$25,000. 

At  the  close  of  1948,  Federal  credit  unions  were  operating  in  all  the 
48  States,  Alaska,  Hawaii,  the  Canal  Zone,  and  the  District  of  Co- 
lumbia. New  York  had  the  largest  number,  with  527;  more  than 
half  of  the  4,058  operating  Federal  credit  unions  were  in  New  York, 
Pennsylvania,  California,  Texas,  and  Ohio. 

Tables  showing  the  growth,  changes  in  niunber,  percentage  dis- 
tribution of  size  groups,  and  assets  and  liabilities  of  Federal  credit 
unions  will  be  found  at  the  end  of  the  report.  The  fiscal  year  of 
all  Federal  credit  unions  ends  December  31,  as  provided  by  section 
10  of  the  Federal  Credit  Union  Act,  and  the  principal  operating  sta- 
tistics consequently  are  on  a  calendar-year  basis.  Reports  on  Federal 
credit  union  operations  have  been  prepared  each  year  since  1936. 
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Copies  of  the  yearly  reports,  which  contain  comprehensive  statistical 
data  on  the  status  and  development  of  these  organizations,  are  avail- 
able in  some  libraries.  One  complete  set  of  the  reports  is  maintained 
by  the  Bureau  of  Federal  Credit  Unions  where  they  may  be  inspected. 
A  small  number  of  copies  of  the  report  for  the  calendar  year  ended 
December  31,  1948,  is  available  lor  distribution  to  persons  making  a 
request  to  the  Bureau. 

ESTABLISHMENT    OF   THE   BUREAU 

Pubhc  Law  813  (80th  Congress)  effective  July  29,  1948,  transferred 
administration  of  the  Federal  Credit  Union  Act  from  the  Federal 
Deposit  Insurance  Corporation  to  the  Federal  Security  Agency  and 
provided  for  the  organization  of  the  Bureau  of  Federal  Credit  Unions. 
By  administrative  action  the  Bureau  was  made  a  part  of  the  Social 
Security  Administration.  The  field  program  of  the  Bureau  of  Federal 
Credit  Unions  is  carried  out  by  a  staff  of  trauied  examiners  who  work 
under  the  direct  supervision  of  a  regional  representative  located  m 
each  of  the  following  regional  offices  of  the  Federal  Security  Agency: 
Boston,  New  York  (2),  Atlanta,  Cleveland,  Chicago,  Dallas,  and 
San  Francisco. 

The  establishment  of  the  Bureau  of  Federal  Credit  Unions  made 
necessary  the  revision  of  forms,  procedures,  and  manuals.  This  was 
virtually  completed  at  the  close  of  the  fiscal  year  1949  when  the 
Manual  of  Field  Operations  was  issued. 

STATUS    OF   FEDERAL    CREDIT    UNIONS JUNE    30,    1949 

As  of  June  30,  1949,  4,421  Federal  credit  union  charters  were  out- 
standing, of  which  4,301  were  held  by  operating  units.  Of  the  re- 
mainder, 39  represented  credit  unions  chartered  late  m  the  period 
that  had  not  begun  operations,  and  81  represented  credit  unions  in 
the  process  of  hquidation.  The  4,301  operating  Federal  credit  unions 
as  of  June  30,  1949,  had  total  assets  of  $284.3  million,  total  loans  out- 
standing of  $156.9  million,  total  shares  of  $261.9  million,  and  a  total 
membership  of  1.7  million.  The  total  potential  membership,  which 
is  the  number  of  persons  eligible  for  membership  under  the  terms  of  all 
charters  held  by  operating  Federal  credit  unions,  was  4.5  million. 

A  majority  of  Federal  credit  unions  serve  employee  groups,  but 
associational  and  residential  groups  have  clearly  demonstrated  that 
they  can  operate  successful  credit  unions.  At  the  end  of  the  fiscal 
year.  Federal  credit  unions,  including  39  recently  organized  that  had 
not  yet  begun  operations,  represented  different  types  of  groups  as 
follows : 
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Type  of  Number  as  of 

Group  June  SO,  19i'9 

Total 4,340 

Associational: 

Cooperatives 155 

Fraternal  and  professional 151 

Rel  igious 190 

Labor  unions 115 

Occupational  (employee  groups) : 

Amusements 8 

Automotive  products 110 

Banking  and  insurance 46 

Beverages 26 

Chemicals  and  explosives 97 

Construction  and  materials 72 

Colleges  and  schools 261 

Electric  products 131 

Food  products 235 

Furniture 25 

Glass 49 

Government: 

Federal 454 


Type  of  Number  as  of 

Group  June  30,  1949 

State  and  local 222 

Hardware 47 

Hotels  and  restaurants 22 

Laundries  and  cleaners 20 

Leather 13 

Machine  manufacturers 132 

Metals 245 

Paper 73 

Petroleum 250 

Printing  and  publishing 94 

Public  utilities 214 

Rubber 22 

Stores 182 

TextHes 89 

Tobacco 2 

Transportation 353 

Miscellaneous 147 

Residential: 

Rural  community 57 

Urban  communitv 31 


FEES   PAID   BY   FEDERAL    CREDIT   UNIONS 

Federal  credit  unions  pay  three  types  of  fees  to  the  Federal  Govern- 
ment to  help  defray  the  cost  of  administering  the  Federal  Credit 
Union  Act.  Each  group  applying  for  a  charter  pays  a  charter  and 
investigation  fee  of  $25.  If  the  charter  is  not  granted,  only  the  $5 
charter  fee  is  refunded.  Beginning  with  the  first  calendar  year  after 
the  year  in  which  the  charter  is  granted,  each  Federal  credit  union 
pays  an  annual  supervision  fee  of  $10.  Both  the  investigation  fee  of 
$20  and  the  annual  supervision  fee  are  the  maximum  permitted  by 
section  5  of  the  Act. 

Each  Federal  credit  union  pays  a  fee  for  the  periodic  examination 
made  by  the  Bureau.  These  fees  are  assessed  and  collected  under  the 
provisions  of  section  6  of  the  Act,  which  states  in  part,  "*  *  * 
The  [Director]  shall  fix  a  scale  of  examination  fees  to  be  paid  by 
Federal  credit  unions,  giving  due  consideration  to  the  time  and 
expense  incident  to  such  examinations,  and  to  the  ability  of  the 
Federal  credit  unions  to  pay  such  fees,     *     *     *" 

From  1940  to  April  25,  1949,  examination  fees  were  assessed  and 
collected  on  the  basis  of  25  cents  per  $100  of  the  Federal  credit  union's 
assets  at  the  time  the  examination  was  made  or  cost  computed  at  the 
rate  of  $25.72  per  examiner  day,  whichever  was  lower,  with  a  mini- 
mum fee  of  $2.50  per  examination.  After  a  careful  study  of  costs 
and  after  consultations  with  national  leaders  of  the  organized  credit 
union  movement,  the  Director  of  the  Bureau  of  Federal  Credit  Unions 
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fixed  a  new  schedule  of  examination  fees  which  became  effective,  after 
pubhcation  in  the  Federal  Register,  on  April  25,  1949.  The  new  fee 
schedule  increased  the  rates  to  35  cents  per  $100  of  assets  or  cost 
computed  at  the  rate  of  $32.08  per  examiner  day,  whichever  is  lower, 
with  a  minim  am  fee  of  $3.50  per  examination.  These  charges  repre- 
sent a  40  percent  increase  in  the  asset  rate  and  a  25  percent  increase 
in  the  examiner-day  rate.  The  regulation  establishing  this  fee 
schedule  also  provides  that  in  December  each  year  the  costs  making 
up  the  examiner-day  rate  will  be  recomputed  and  necessary  changes 
made  in  the  day  rate  to  be  applied  in  the  following  12  months. 

Under  the  fee  schedule  in  effect  before  April  25,  1949,  it  was  found 
that  8  percent  of  the  Federal  credit  unions  with  assets  under  $25,000 
and  86  percent  ol  those  with  assets  of  $25,000  or  more  paid  examina- 
tion fees  computed  on  the  basis  of  cost.  For  the  1,156  examinations 
made  m  the  6  months  ended  December  31,  1948,  70.5  percent  of 
cost,  as  computed  on  the  basis  of  the  examiner-day  rate,  was  recov- 
ered in  the  examination  fees  collected.  There  has  been  insufficient 
experience  with  the  new  fee  schedule  to  disclose  the  average  break- 
even point  on  Federal  credit  unions  of  various  sizes. 

Constant  efforts  are  being  made  by  the  Bureau  to  develop  more 
efficient  and  effective  examination  procedures.  Examiners  are  en- 
couraged to  participate  actively  in  the  search  for  better  methods  of 
doing  their  job.  Credit  union  officials  and  leaders  are  consulted  at 
intervals  for  criticisms  of  the  Bureau's  policies  and  procedures  and 
suggestions  for  improving  the  program.  As  a  result,  the  average 
examination  time  per  credit  union  has  not  increased  materially  dur- 
ing recent  years,  although  the  size  and  level  of  activity  of  Federal 
credit  unions  have  risen  substantially.  This  improved  efficiency 
serves  to  reduce  the  cost  of  the  programs  to  the  Government. 

New  and  small  Federal  credit  unions  need  more  guidance  than  those 
that  are  well  established.  The  most  economical  and  eft'ective  time 
to  give  this  training  to  the  credit  union  officials  is  at  the  time  exami- 
nations are  made.  The  time  required  to  examine  small  credit  unions 
is  proportionately  higher.  In  the  6  months  ended  December  31,  1948, 
the  average  assets  per  examiner-day  for  credit  unions  with  assets  of 
less  than  $5,000  was  $1,281,  while  the  average  assets  per  examiner- 
day  for  credit  unions  with  assets  in  excess  of  $500,000  was  $62,484. 
SmaU  Federal  credit  unions  do  not  have  the  financial  ability  to  pay 
the  costs  for  these  examinations. 

The  average  size  of  Federal  credit  unions  has  increased  steadily. 
Each  year  the  number  that  pay  examination  fees  computed  on  the 
cost  basis  has  become  larger.  On  the  other  hand,  the  chartering  of 
new  groups  brings  into  being  Federal  credit  unions  that  must  go 
through  a  period  of  development  during  which  they  will  be  unable 
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to  pay  the  costs  of  examination.  The  rate  of  growth  of  newly- 
chartered  Federal  credit  unions  has  mcreased  rapidly  during  the  past 
four  years.  Those  chartered  and  organized  during  1948  had  average 
assets  of  $6,000  while  those  that  were  chartered  during  1947  had 
average  assets  of  $21,000  as  of  December  31,  1948. 

During  the  fiscal  year  1949,  fees  totaling  $201,612  were  collected 
from  Federal  credit  unions,  includmg  investigation  and  charter  fees 
of  $10,770,  supervision  fees  of  $39,030,  and  examination  fees  of 
$137,375.  It  is  estimated  that  fees  totaluig  $231,326  will  be  collected 
during  the  fiscal  year  1950. 

PROGRAM   OF   THE    BUREAU 

The  Federal  Credit  Union  Act  specifies  in  general  terms  tests  of 
eligibihty  for  groups  that  apply  for  Federal  credit  union  charters. 
In  addition  to  providing  that  eligible  groups  shall  be  granted  charters 
by  the  Bureau  after  an  investigation,  the  Act  requires  that  the  Bureau 
supervise  and  examine  operatuig  Federal  credit  unions. 

When  an  inquiry  is  received  from  a  group  interested  in  organizing 
a  Federal  credit  union,  information  is  furnished  by  the  regional  repre- 
sentative for  the  area  in  which  the  group  is  located.     If,  after  receiv- 
ing such  information,  the  group  desires  to  apply  for  a  Federal  charter, 
a  field  examiner  in  the  vicinity  is  assigned  to  make  an  investigation 
and  to  assist  the  group  in  executing  the  necessary  forms.     In  making 
his  investigation  the  examiner  is  governed  by  the  definition  of  eligibil- 
ity set  forth  in  the  Act  and  implemented  by  policies  established  by 
the  Director  of  the  Bureau  in  accordance  with  the  Act.     To  be  eligible, 
the  group  must  have  a  common  bond  of  occupation,  association,  or 
residence  m  a  well-defined  neighborhood,  community,  or  rural  dis- 
trict; it  must  have  leaders  of  good  reputation  who  are  wilhng  and 
able  to  assume  positions  of  responsibility  in  the  management  and 
operation  of  the  proposed  credit  union;  and  the  economic  advisability 
of  organizing  the  credit  union  should  be  clearly  estabhshed.     The 
.  latter  point  is  resolved  on  the  basis  of  need  of  the  group  for  coopera- 
tive thrift  and  credit  services,  the  existence  of  a  sufficient  number  of 
potential  members,  and  conditions  that  warrant  the  assumption  of 
reasonable  growth  and  opportunities  for  successful  operation.     On 
the  basis  of  the  examiner's  findings  and  the  recommendation  of  the 
regional  representative,  the  Director  acts  on  the  apphcation.     When 
the  tests  of  eligibUity  are  satisfactorily  met,  a  charter  is  granted. 

After  the  issuance  of  a  Federal  credit  union  charter,  the  regional 
representative  concerned  provides  the  assistance  of  an  exammer  to 
organize  and  estabhsh  the  credit  union.  Manuals  of  instructions  for 
the  officers,  directors,  and  committees  are  furnished,  and  the  examiner 
gives  whatever  individual  instruction  is  necessary. 
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The  supervision  of  Federal  credit  unions,  including  periodic  examina- 
tions, has  a  two-fold  objective:  to  determine  that  the  elected  credit 
union  officials  are  complying  with  the  Federal  Credit  Union  Act,  their 
charter,  and  other  applicable  regulations  as  to  the  scope  and  character 
of  their  activities,  which  are  limited  to  providing  thrift  and  credit 
services  for  their  members;  and  to  determine  that  the  officials  are  as- 
suming their  responsibihties  for  the  sound  operation  and  growth  of 
the  credit  union.  These  federally  chartered  organizations  do  not  oper- 
ate with  Federal  funds,  and  their  members'  share  accounts  are  not 
insured  by  the  United  States  Government.  Adequate  supervision  of 
these  self-help  organizations  is  a  matter  of  good  government,  however, 
since  citizens  regard  their  Federal  charter  and  Federal  regulations  as 
protection  for  their  savings.  Alost  of  the  people  who  serve  as  officials 
of  Federal  credit  unions  require  training  and  guidance,  particularly  in 
the  beginning.  Since  there  is  considerable  turnover  among  these 
officials  who  are  elected  by  the  members  at  yearly  meetings,  instruction 
is  a  continuing  part  of  the  Bureau's  program. 

The  periodic  examination  is  the  principal  supervisory  contact.  It 
consists  of  fact  finding,  training  and  reporting.  The  fact  finding  in- 
cludes a  balance  sheet  examination  and  a  survey  of  the  over-all  opera- 
tions of  the  credit  union.  The  officials  are  instructed  in  the  correction 
of  exceptions  disclosed  and  in  ways  and  means  of  improving  service  to 
members  and  in  the  efficiency  of  operations.  At  the  conclusion  of  the 
examination  the  examiner  reports  his  findings  at  a  meeting  of  the  credit 
union's  elected  officials  and  makes  his  recommendations.  Following 
the  meeting  the  examiner  prepares  a  report  of  examination  and  sub- 
mits it  to  the  regional  representative.  The  report  is  processed  and 
typed  by  the  regional  office  staff,  and  the  original  typed  copy  is  fur- 
nished to  the  Federal  credit  union  concerned. 

The  Bureau's  supervisory  program  also  includes  action  on  requests 
for  amendments  of  charters  and  bylaws;  action  on  proposed  variations 
in  the  prescribed  standard  accounting  forms  or  procedures;  review  and 
analysis  of  semi-annual  financial  statements  and  supervisory  commit-, 
tee  audit  reports;  follow-up  on  recommendations  and  exceptions  shown 
in  reports  of  examination  when  seriously  faulty  operating  practices  or 
financial  conditions  are  indicated  in  individual  cases;  investigation  of 
reported  shortages  and  defalcations;  investigation  concerning  suspen- 
sions, mergers,  and  conversions;  and  supervision  of  Federal  credit 
unions  in  the  process  of  liquidation. 

FEDERAL  CREDIT  UNIONS  AS  A  PART  OF  THE  AMERICAN  ECONOMY 

Funds  accumulated  by  Federal  credit  unions  as  members'  savings 
play  an  active  role  in  the  economy.  Cash  must  be  deposited  promptly 
after  collection  in  estabhshed  banking  institutions,  and  the  operating 
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funds  of  the  Federal  credit  union  are  maintained  as  commercial  check- 
ing accounts.  Except  in  unusual  instances,  it  is  required  that  the 
depository  selected  shall  be  insured  by  the  Federal  Deposit  Insurance 
Corporation.  Federal  credit  unions  may  invest  funds  not  needed  to 
make  loans  to  members  only  in  obligations  of  the  United  States,  shares 
of  Federal  savings  and  loan  associations,  and  loans  to  other  credit 
unions.  If  a  Federal  credit  union  has  insufficient  funds  to  meet  the 
demand  for  loans  to  members,  it  may  borrow  from  any  source  in 
amounts  not  to  exceed  50  percent  of  its  paid-in  capital  and  surplus. 
Borrowed  funds  are  obtained  from  banks  or  from  other  credit  unions 
in  most  instances.  Federal  credit  unions  thus  participate  in  the  total 
savings  and  credit  activities  of  the  country. 

In  the  15  years  since  the  enactment  of  the  Federal  Credit  Union 
Act,  Federal  credit  unions  have  done  much  to  justify  their  existence 
in  terms  of  service  to  the  people  of  the  United  States.  They  have 
promoted  thrift  among  their  members,  they  have  provided  a  source 
of  credit  at  reasonable  rates  for  their  members,  and  they  have  estab- 
lished a  further  market  for  securities  of  the  United  States. 

When  measured  in  dollars  and  compared  with  other  financial  in- 
stitutions providing  similar  services,  the  accomphshments  of  Federal 
credit  unions  seem  modest.  The  significance  of  their  accomplish- 
ments, however,  is  not  disclosed  by  such  comparisons.  Federal  credit 
unions  deal  in  small  amounts  of  savings  and  in  small  loans.  They 
can  and  do  serve  people  who  cannot  be  effectively  served  by  any  other 
type  of  thrift  and  loan  organization.  Federal  credit  unions  supple- 
ment rather  than  compete  with  banks,  building  and  loan  associations, 
and  the  savings  bond  programs  of  the  Federal  Government. 

The  average  savings  per  member  in  Federal  credit  unions  has  in- 
creased steadily  since  the  Act  was  passed.  Both  the  amount  of  aver- 
age savings,  $151  as  of  June  30,  1949,  and  the  trend  point  to  emphasis 
on  regular  saving  from  current  earnings.  The  accumulated  savings 
provide  a  financial  cushion  for  the  members  of  Federal  credit  unions 
and  their  famihes  and  serve  to  increase  the  economic  stability  of  the 
country. 

Between  1934  and  December  31,  1948,  Federal  credit  unions  granted 
nearly  9.5  miUion  loans  totaling  $1.3  bilhon,  an  average  of  $138  per 
loan.  The  typical  loan  is  too  small  to  be  profitable  for  most  commer- 
cial lending  agencies.  This  is  the  loan  field  served  by  the  high-rate  and 
usurious  money-lenders.  As  compared  with  their  rates,  which  are 
frequently  charged  to  persons  least  able  to  pay  them,  Federal  credit 
unions  have  saved  their  members  more  than  $200  miUion  over  this 
period. 

All  Federal  credit  unions  are  small  at  the  outset  because  the  savings 
of  members  are  the  capital  from  which  loans  are  made  to  members. 
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This  is  a  fundamental  characteristic  of  the  plan.  The  Federal  credit 
union  is  not  beyond  the  reach  of  any  ehgible  group,  and  it  has  within 
it  potentialities  for  development  at  a  rate  and  to  a  size  commensurate 
with  the  needs  of  its  members  and  the  abilities  of  its  officials. 

Federal  credit  unions  also  teach  financial  management  and  responsi- 
bility. These  organizations  are  managed  and  operated  for  the  benefit 
of  their  members  by  officials  elected  by  and  from  the  membership 
of  each  credit  union.  Each  Federal  credit  union  has  from  11  to  15 
officials,  of  whom  only  one,  the  treasurer,  may  be  compensated  for 
his  services.  His  pay,  if  any,  is  fixed  by  the  members.  Small  Fed- 
eral credit  unions  usually  are  operated  entirely  by  officials  who  donate 
their  services.    • 

During  World  War  II,  a  majority  of  the  operating  Federal  credit 
unions  were  qualified  issuing  agents  for  Series  E  bonds.  By  the  end 
of  1948  they  had  sold  13.2  million  bonds  with  a  total  issue  price  of 
$451.2  million.  At  the  end  of  1945,  more  than  half  of  the  total  assets 
of  all  Federal  credit  unions  were  invested  in  Series  F  and  G  savings 
bonds  and  in  Treasury  bonds.  Besides  providing  thrift  facilities  and 
loan  services  for  their  members,  Federal  credit  unions  contributed 
substantially  to  the  success  of  the  war  bond  drives. 

IMPROVING  THE  PROGRAM 

The  Federal  Credit  Union  Act  provides  that  a  group  interested  in 
forming  a  Federal  credit  union  shall  be  furnished  information  and 
forms  necessary  to  make  application  for  a  charter,  that  operating 
Federal  credit  unions  shall  be  examined,  and  that  Federal  credit 
unions  shall  be  supervised.  The  Act,  as  amended,  fixes  the  responsi- 
bility for  providing  these  services  on  the  Bureau  of  Federal  Credit 
Unions.  The  quality  of  these  services  in  the  past  has  been  cited  by 
many  credit  union  people  as  one  of  the  reasons  for  affiliating  with 
their  Federal  credit  union. 

Supervision  and  examination  procedures  developed  to  carry  out 
the  responsibilities  under  the  Federal  Credit  Union  Act  have  gained 
the  favorable  recognition  of  credit  union  supervisory  agencies  in  the 
various  States  and  in  the  provinces  of  Canada.  Government  officials 
in  other  countries,  including  Australia,  India,  Mexico,  Philippine 
Islands,  and  China,  have  requested  and  have  been  furnished  copies 
of  procedural  manuals  and  samples  of  standardized  accounting  forms 
developed  for  Federal  credit  unions.  This  evidence  plus  the  accom- 
plishment of  Federal  credit  unions  in  terms  of  service  to  their  members 
indicate  that  a  degree  of  success  has  been  achieved  and  that  the 
Government's  reputation  for  service  to  people  has  been  established 
in  one  more  program  for  economic  betterment  and  stability. 
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The  fees  collected  for  the  administration  of  the  Federal  Credit 
Union  Act  do  not  cover  the  cost  of  the  program.  The  difference 
between  the  amount  of  fees  collected  and  the  costs  of  organizing  and 
supervising  Federal  credit  unions  has  been  made  up  by  Congressional 
appropriations.  For  the  fiscal  years  1949  and  1950  appropriated 
funds  have  been  insufficient  to  provide  the  staff  necessary  to  properly 
discharge  the  Bureau's  responsibility  as  prescribed  by  the  Federal 
Credit  Union  Act.  It  has  not  been  possible  to  make  annual  examina- 
tions of  Federal  credit  unions  and  to  do  the  necessary  developmental 
work  to  maintain  the  quality  of  the  supervision.  With  the  growth 
in  the  number  and  average  size  of  Federal  credit  unions,  the  work 
load  is  becoming  heavier  and  the  percentage  of  examinations  com- 
pleted within  the  year  is  becoming  smaller.  A  substantial  increase 
in  the  number  of  field  examiners  is  essential  to  protect  the  foundations 
of  an  expanding  institution  dedicated  to  improving  the  financial 
stability  of  workers  and  their  families  through  the  principle  of  self- 
help.  The  need  for  buUding  personal  savings  and  for  providing  less 
costly  sources  of  credit  for  emergencies,  as  well  as  for  the  purchase  of 
increasingly  available  durable  consumer  goods,  is  generally  recognized 
today.  An  impressive  start  has  been  made  during  the  past  15  years, 
and  the  prospects  for  future  development  are  better  than  they  have 
been  at  any  time  during  that  period.  Additional  funds  are  needed 
to  build  the  Bureau  staff  to  the  strength  necessary  to  carry  out  its 
responsibilities  under  the  Federal  Credit  Union  Act. 

In  addition  to  making  annual  examinations  of  operating  credit 
unions  and  giving  prompt  service  to  groups  interested  in  organizing 
Federal  credit  unions,  an  increase  in  the  research  and  reporting  func- 
tion of  the  Bureau  is  important  if  a  sound,  well-balanced  program  is 
to  be  achieved.  Research  and  development  in  supervisory  techniques 
are  needed  to  cope  effectively  with  changing  conditions  and  new  prob- 
lems. Such  study  would  result  in  even  greater  efficiency  in  the  use  of 
personnel.  Research  and  investigations  of  the  problems  of  persons  of 
small  means  in  obtaining  credit  at  reasonable  rates  would  furnish  the 
basis  for  useful  reports  to  persons  interested  in  organizing  Federal 
credit  unions  and  to  officials  of  operating  credit  unions,  would  assist 
in  keeping  administrative  policies  up  to  date,  would  provide  Congress 
with  information  that  would  be  useful  in  evaluating  legislation  dealing 
with  Federal  credit  unions,  and  would  serve  to  extend  Federal  credit 
union  services  to  more  people.  Research  and  reporting  in  this  field 
is  authorized  by  the  Federal  Credit  Union  Act,  but  funds  have  not 
been  adequate  to  finance  this  function. 

Supervision  of  Federal  credit  unions  is  costly  because  the  elected 
officials  are  volunteers  from  all  walks  of  life  with  varying  abilities  and 
amounts  of  pertinent  previous  experience.     If  the  services  are  to  be 
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available  where  they  are  needed  most,  democratically  selected  officials 
from  and  by  the  groups  to  be  served  must  be  a  continuing  part  of  the 
plan.  In  15  years  of  operation,  experience  has  shown  that  this  leader- 
ship can  be  successful  if  given  proper  guidance  in  the  beginning  and 
that  well  established  Federal  credit  unions  do,  on  the  average,  grow 
in  size  and  efficiency  of  operation.  Each  year  an  increasing  number 
reach  that  stage  of  development  that  enables  them  to  pay  the  costs  of 
examinations.  If  the  process  continues  and  the  number  and  average 
size  of  Federal  credit  unions  follow  the  growth  pattern  that  is  now 
becoming  apparent,  within  a  reasonable  period  of  years  the  program 
can  become  self-supporting.  This  is  the  long-range  goal  of  the 
Bureau.  Its  attainment  will  be  hastened  by  full  performance  of  the 
responsibilities  specified  in  the  Federal  Credit  Union  Act,  which  can 
be  accomplished  only  with  adequate  staff  and  operating  funds. 

CENTRAL   DISCOUNT   AGENCIES    FOR    CREDIT   UNIONS 

A  need  exists  for  an  agency  that  will  perform  for  credit  unions  the 
function  served  by  the  Federal  Home  Loan  Banks  for  Federal  Savings 
and  Loan  Associations.  Appropriate  legislation  which  will  permit  the 
establishment  of  agencies  on  a  State  or  regional  basis  to  provide  dis- 
count facihties  for  both  State  and  federally  chartered  credit  unions  is 
desirable. 

OATHS    AND   ACKNOWLEDGEMENTS 

The  Federal  Credit  Union  Act  provides  that  persons  who  desire  to 
form  a  Federal  credit  union  shall  subscribe  to  an  organization  certificate 
in  duplicate  before  an  officer  competent  to  administer  oaths.  In 
some  instances,  difficulties  are  encountered  in  arranging  to  have  such 
an  officer  present  at  the  charter  meeting,  and  time  is  lost  by  the 
Bureau  employee  who  conducts  the  meeting.  On  occasion,  it  is 
necessary  for  officers,  directors,  committeemen,  and  members  of 
Federal  credit  unions  to  sign  forms  pertaining  to  the  supervision  of 
their  credit  union  by  the  Bureau. 

Legislation  permitting  employees  of  the  Federal  Security  Agency, 
as  designated  by  the  Administrator,  to  administer  oaths  on  organiza- 
tion certfficates  and  on  such  other  forms  as  may  be  prescribed  by  the 
Director  or  by  the  Rules  and  Regulations  of  the  Bureau  of  Federal 
Credit  Unions  would  improve  the  efficiency  and  quality  of  service 
in  the  administration  of  the  Federal  Credit  Union  Act  and  is 
recommended. 

FEDERAL  CREDIT  UNIONS  PROMOTE  GOOD  INDUSTRIAL  RELATIONS 

As  of  December  31,  1948,  3,410  of  the  4,058  operating  Federal 
credit  unions  were  serving  employee  groups.     The  organization  of 
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Federal  credit  unions  is  being  actively  sponsored  by  employers  and 
by  labor  unions.  Employers  have  reported  that  Federal  credit  unions 
tend  to  keep  their  employees  out  of  the  hands  of  usurious  money 
lenders,  reduce  the  number  of  garnishments,  promote  better  under- 
standing among  employees  and  improve  employer-employee  rela- 
tionships. Evidence  of  the  favorable  attitude  of  management  is  the 
fact  that  more  than  40  percent  of  the  occupational-type  Federal 
credit  unions  have  been  granted  the  privilege  of  payroll  deductions 
for  payments  on  shares  and  loans.  Labor  leaders  state  that  Federal 
credit  unions  are  effective  instruments  of  self-help  in  promoting 
habits  of  thrift  and  providing  small  loans  at  reasonable  rates. 

In  the  field  of  industrial  relations  it  is  reasonable  to  expect  that 
the  contributions  of  Federal  credit  unions  will  become  even  more 
important  in  the  future.  At  the  end  of  June  1949,  the  number  of 
employee  Federal  credit  unions,  their  assets,  membership,  amount  of 
members'  savings  and  volume  of  outstanding  loans  were  at  all-time 
highs.  This  phase  of  the  Federal  credit  union  program  will  be 
improved  by  continuing  research  and  better  reporting  to  employers 
and  their  associations  as  well  as  to  workers  and  their  organizations. 


General  Administration 

Direction  and  Coordination  of  Program  Planning  and 
Administration 

Usual  activities  in  the  Bureaus  of  Old-Age  and  Survivors  Insurance 
and  Public  Assistance  and  the  Children's  Bureau,  as  well  as  the  Office 
of  the  Commissioner,  were  necessarily  somewhat  modified  during 
the  fiscal  year  to  meet  requests  for  technical  assistance  in  connection 
with  the  public  hearings  before  the  House  Ways  and  Means  Committee 
on  Administration  bills  H.  R.  2892,  the  proposed  "Public  Welfare  Act 
of  1949,"  and  H.  E.  2893,  the  proposed  "Social  Security  Amendments 
of  1949,"  as  well  as  for  the  executive  sessions  of  the  Committee  prior 
to  the  introduction  of  H.  R.  6000,  as  the  "Social  Security  Act  Amend- 
ments of  1949."  The  staff  in  the  Division  of  the  Actuary  devoted 
considerable  time  to  providing  cost  estimates  on  the  proposed  amend- 
ments to  old-age  and  survivors  insurance.  In  addition,  the  Chief 
Actuary  was  borrowed  by  the  Ways  and  Means  Committee  during 
their  consideration  of  social  security  amendments.  Regularly 
planned  work  in  the  Division  of  Research  and  Statistics,  provided  for 
by  section  702  of  the  Social  Security  Act,  was  necessarily  put  aside 
because  of  special  assignments  relating  primarily  to  legislative 
proposals.     This  staff  was  called  on  for  additional  service  for  develop- 


196  Annual   Report,  Federal  Security  Agency,   1949 

mental  work  on  Agency- wide  programs,  such  as  an  integrated  grant- 
in-aid  formula  for  health,  education,  and  welfare  programs,  the 
analysis  of  intrastate  equalization  plans  under  health  and  education 
programs,  and  review  of  flexible  formulas  for  the  educational  con- 
struction program.  With  a  staff  too  small  to  complete  basic  research, 
this  Division  now  has  to  handle  an  increasing  amoimt  of  its  work  by 
utilizing  data  accumulated  or  analysed  in  previous  years. 

To  use  more  efficiently  the  reduced  staff  throughout  the  Social 
Security  Administration,  increased  attention  was  given  to  advance 
work  planning  by  the  Commissioner  and  the  program  bureau  directors. 
The  bureau  directors  submit  semiannual  statements  to  the  Com- 
missioner on  aspects  of  their  work  which  they  believe  should  be 
emphasized  during  the  next  6  months,  and  the  Commissioner  and 
the  directors  discuss  and  agree  on  all  proposals  for  both  program 
development  and  major  operating  objectives.  With  this  basic  guide, 
the  bureaus  develop  their  6-month  work  plan. 

Steps  were  taken  toward  simplifying  formal  work  plan  requirements 
to  make  the  bureau  plans  a  more  effective  administrative  tool  for 
establishing  areas  of  work  to  be  emphasized  during  a  specific  period; 
laying  out  the  work  to  be  accomplished  in  accordance  with  available 
manpower,  materials,  and  money;  providing  a  systematic  basis  for 
making  staff  assignments;  and  establishing  a  time  schedule  for 
accomplishing  the  work  during  the  period.  Steps  also  were  taken  to 
bring  the  Division  of  Research  and  Statistics  into  the  planning  of  the 
research  projects  and  statistical  activities  of  the  program  bureaus  at 
earlier  stages.  There  were  improvements  also  in  coordinating  the 
processes  of  work  planning,  reporting  on  operations,  and  fiscal 
budgeting  throughout  the  Social  Security  Administration. 

Progress  was  made  toward  closer  cooperation  in  certain  welfare 
activities  common  to  more  than  one  bureau,  including  the  submittal 
by  the  State  welfare  departments  of  plan  materials  to  the  Bureau  of 
Public  Assistance  and  Children's  Bureau.  Procedures  are  being 
developed  under  which  a  State  welfare  department  may  make  one 
submittal  of  common  plan  materials  required  by  both  bureaus. 

At  the  same  time  other  efforts  were  made  for  closer  interprogram 
operating  relationships.  Representatives  of  the  several  bureaus  and 
the  Ofl&ce  of  the  Commissioner,  with  other  members  of  an  inter- 
Agency  committee  representing  also  the  Public  Health  Service, 
Office  of  Education,  and  Office  of  Vocational  Rehabilitation,  worked 
out  both  the  new  administrative  relationships  with  the  Agency's 
expanded  Office  of  Federal-State  Relations  and  procedures  under 
which  the  State  may  make  one  submittal  of  plan  materials  which 
deal  with  the  personnel  merit  system  under  which  several  State 
agencies  operate,  all  of  which  cooperate  with  different  bureaus  in  the 
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Federal  Security  Agency.  This  committee  also  developed  procedures 
for  joint  handling  and  servicing  of  the  grant-in-aid  audits  in  the  States' 
health,  welfare,  and  employment  security  agencies. 

Attention  also  was  given  during  this  fiscal  year  to  expediting  deci- 
sions by  the  Appeals  Council  referees  in  cases  in  which  applicants  for 
benefits  have  appealed  from  the  decision  of  the  Bureau  of  Old-Age 
and  Survivors  Insurance. 

The  Commissioner  focused  general  attention  on  the  policy  of  the 
Administration  to  give  regional  representatives  increasing  responsi- 
bility and  authority  to  act  within  approved  policies  and  standards. 
Operations  are  thus  brought  closer  to  the  people  served,  and  staff  at 
headquarters  is  enabled  to  devote  proportionately  more  time  to 
developmental  work.  The  Field  Service  Officer  has  worked  inten- 
sively with  the  bureaus  on  this  project  of  decentralization,  starting 
with  detailed  review  of  the  character  and  extent  of  existing  delegations 
of  authority  to  staff  in  the  field.  A  study  also  was  made  of  the  rela- 
tionship of  area  offices  of  the  Bureau  of  Old-Age  and  Survivors 
Insurance  to  the  field,  regional,  and  departmental  offices.  Plans  are 
being  developed  for  further  delegations  of  authority  to  the  field  staff. 

Beginning  with  this  fiscal  year,  information  to  the  field  staff  from 
the  Office  of  the  Commissioner  on  policy  decisions  was  reduced  to  a 
minimum,  and  more  responsibility  was  placed  on  the  program  bureaus 
for  providing  the  field  with  supplemental  materials  concerning  oflicial 
action  taken  by  the  Commissioner.  The  Commissioner  also  dele- 
gated additional  authority  to  the  program  bureau  directors  with 
regard  to  personnel,  budget,  and  other  business  management  matters. 

The  Commissioner  and  the  bureau  directors  have  been  exploring 
methods  for  using  advisory  groups  and  councils  more  effectively. 
Such  use  is  in  keeping  with  the  principle  that  the  citizen  groups  con- 
cerned with  the  results  of  the  exercise  of  discretionary  authority  by 
government  officials  should  advise  in  the  development  of  public 
policy.  Also,  advisory  committees  or  councils  can  make  valuable 
contributions  toward  common  understanding  and  mutual  trust  which 
promote  harmonious  and  efficient  cooperation  in  the  public  service. 

Changes  in  organization  and  administrative  arrangements  resulting 
from  Congressional  action,  which  were  referred  to  in  the  1948  annual 
report,  were  a  primary  activity  of  the  Commissioner  and  his  im- 
mediate staff  during  the  1949  fiscal  year.  This  was  true  also  of  the 
program  bureaus,  particularly  the  Bureau  of  Employment  Security  ^^ 
and  Bureau  of  Federal  Credit  Unions.i^     Apart  from  decisions  on 

12  The  U.  S.  Employment  Service  was  transferred  into  the  Bureau  of  Employment  Security  in  the  Social 
Security  Administration  as  of  July  1, 1948,  and  effective  August  20, 1949,  this  combined  Bureau  was  trans 
ferred  to  the  Department  of  Labor. 

w  The  administration  of  the  Federal  Credit  Unions  Act  was  transferred  as  of  July  29,  1948,  from  the 
Federal  Deposit  Insurance  Corporation,  and  this  organizational  unit  became  the  fifth  program  bureau  in  the 
Social  Security  Administration. 
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program  coordination  of  the  employment  service  and  the  unemploy- 
ment insurance  service  in  the  Bureau  of  Employment  Security,  which 
are  covered  in  an  earlier  chapter  of  this  report,  many  administrative 
and  procedural  adjustments  were  made  throughout  the  Social  Security 
Administration.  Toward  the  end  of  the  fiscal  year,  when  Keorgani- 
zation  Plan  No.  2  of  1949  was  pending  in  Congress,  tentative  plans 
were  made  to  prepare  for  adjustments  that  would  be  necessary  if  the 
Bureau  of  Employment  Security  were  transferred  to  the  Labor 
Department.  The  objective  of  these  plans  was  to  preserve  as  far  as 
desirable  and  possible  the  coordination  of  program  planning  and  inte- 
gration of  operations  which  have  been  maintained  in  the  Social 
Security  Board  and  Administration  since  1935  with  respect  to  the 
unemployment  insurance  service  and  during  the  periods  July  1939- 
September  1942  and  July  1948-August  1949  with  respect  to  the 
U.  S.  Employment  Service.  To  assist  in  incorporating  the  Bureau 
of  Federal  Credit  Unions  into  the  Administration,  materials  were 
developed  which  identified  those  features  of  the  Federal  Credit 
Unions'  program  objectives  which  are  harmonious  with  or  supplement 
program  objectives  of  the  other  bureaus  of  the  Administration. 

The  Commissioner  and  his  immediate  staff  worked  on  problems 
arising  from  the  transfer  of  the  regional  offices  of  the  Social  Security 
Administration  to  the  Federal  Security  Agency.  Under  the  new 
arrangement,  one  of  the  program  bureau  representatives  in  each 
Agency  regional  office  serves  as  Social  Security  Officer  in  addition  to 
carrying  his  regular  program  bureau  responsibilities.  Operating 
relations  have  been  worked  out  between  this  Social  Security  Kegional  J 
Officer  and  the  Field  Service  Officer  attached  to  the  Commissioner's 
staff  in  Washington,  on  the  one  hand,  and  with  the  Federal  Security 
Agency's  regional  directors  and  Division  of  Field  Services,  on  the  other. 

The  Field  Service  Officer  initiated  a  series  of  informational  letters  to 
the  social  security  regional  personnel  to  provide  a  regular  and  orderly 
method  of  communication  between  headquarters  and  field  on  matters 
of  common  interest.  The  Agency's  Division  of  Field  Services  sub- 
sequently estabfished  a  periodic  field  communication  document,  and 
the  Social  Security  Administration  informational  letter  was  merged 

with  it. 

Appropriation  changes  also  required  a  reduction  in  training  and 
staff-development  services  from  the  Office  of  the  Commissioner. 
No  basic  training  was  provided  for  orientation  of  new  employees 
during  this  fiscal  year. 

The  Commissioner's  staff  has  kept  abreast  of  those  recommendations 
of  the  Hoover  Commission  on  Organization  of  the  Executive  Branch 
of  the  Government  which  were  related  to  the  work  of  the  Social 
Security  Administration  and  has  developed  plans  for  using  materials 
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in  these  reports  in  improving  the  operations  of  the  organization  in  all 
constructive  ways  other  than  those  which  require  legislative  authoriza- 
tion or  which  could  be  initiated  only  outside  the  Administration. 
Staff  members  from  the  Commission  and  the  Bureau  of  the  Budget 
have  cooperated  in  planning  for  the  use  of  this  material. 

Throughout  the  year,  efforts  were  continued  to  find  a  satisfactory 
arrangement  for  sustaining  the  basic  publications — Social  Security 
Bulletin  and  Social  Security  Yearbook- — despite  reduction  in  appro- 
priations and  the  transfer  to  the  Agency's  Office  of  Publications  and 
Reports  of  those  members  of  the  Commissioner's  staff  who  edit  these 
publications.  Through  these  two  publications  the  Social  Security 
Administration  makes  available  to  the  public  essential  statistics, 
research,  and  other  information  on  operations  and  other  current  de- 
velopments in  the  entire  social  security  field.  The  importance  and 
value  of  these  publications  to  State  agencies,  employers,  unions, 
libraries,  and  the  general  public  warrant  their  continuation. 

In  adjusting  to  the  transfer  of  informational  activities  from  the 
Office  of  the  Commissioner  to  the  Office  of  the  Administrator,  efforts 
were  made  to  develop  arrangements  consistent  with  the  principle  that 
informational  activities  are  a  part  of  the  basic  administrative  job  and 
their  most  economical  and  effective  point  of  development  is  primarily 
in  the  program  and  operating  bureaus. 

International  Cooperation 

During  1949,  the  organizational  phase  of  developments  under  the 
United  Nations  was  largely  completed,  and  emphasis  shifted  to  tech- 
nical considerations  in  the  development  of  program  and  services.  The 
intensified  emphasis  on  all  phases  of  technical  assistance  through 
international,  regional,  and  national  organizations  has  increased  the 
demand  for  consultation  on  social  security  problems  and  for  training 
opportunities  in  this  country. 

Two  new  programs  are  responsible  for  a  considerable  part  of  the 
increase  in  the  number  of  foreign  visitors  to  the  Social  Security  Admin- 
istration, who  totaled  596  in  the  past  year.  The  Economic  Cooper- 
ation Administration  has  brought  to  this  country  technicians  inter- 
ested in  the  labor  and  social  field.  The  Department  of  the  Army  has 
sponsored  a  reorientation  program  for  technicians  and  officials  from 
the  occupied  areas. 

Service  to  the  experienced  foreign  social  welfare  officials  brought 
here  under  the  auspices  of  the  United  Nations  includes  detailed  tech- 
nical consultation  and  arrangements  with  a  wide  variety  of  professional 
organizations — national.  State,  and  local  public  and  private  agencies 
of  all  types,  universities,  schools  of  social  work,  clinics,  and  hospitals. 
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During  tlie  fiscal  year  1949,  the  Administration  supervised  programs 
for  39  of  these  United  Nations  Fellows  who  were  in  this  country  for 
3  to  5-month  periods. 

At  the  request  of  the  Department  of  the  Army,  the  Administration 
provided  training  opportunities  for  12  German  social  welfare  officials, 
who  observed  new  developments  in  social  welfare  for  a  period  of  3 
months.  The  Administration  cooperated  with  other  Federal  agencies, 
particularly  the  Department  of  Labor,  as  well  as  with  national  private 
organizations,  in  providing  technical  orientation  to  81  additional 
German  officials. 

In  addition  to  the  technical  consultation  in  the  field  of  maternal  and 
child  health  and  welfare,  provided  under  the  Interdepartmental 
Scientific  and  Cultural  Cooperation  program,  experts  in  other  phases 
of  social  security — including  general  family  welfare,  social  assistance, 
and  social  insurance — visited  five  Latin-American  countries.  Oppor- 
tunities for  training  in  this  country  were  also  arranged  in  the  Bureaus 
for  officials  and  staff  members  of  Latin-American  social  security 
systems. 

The  Administration  also  participated  in  the  preliminary  planning 
under  the  President's  Point  Four  program,  for  an  expanded  technical 
assistance  program  in  less-developed  areas,  outlining  types  of  projects 
and  social  services  required  to  assure  fulfilment  of  the  social  objectives 
of  economic  development  in  the  less-advantaged  countries. 

Officials  and  staff  members  of  the  Administration  have  served  as 
United  States  representatives  on  various  United  Nations  commissions 
and  organizations.  Members  of  Bureau  staffs  who  so  participated  are 
mentioned  in  the  chapters  dealing  with  the  particular  program.  The 
Commissioner  for  Social  Security,  Arthur  J.  Altmeyer,  carries  the 
following  assignments:  United  States  representative  on  the  Social  Com- 
mission of  the  United  Nations;  expert  member  on  the  United  Nations 
Staff  Benefit  Committee;  United  States  member  on  the  Permanent 
Inter- American  Committee  on  Social  Security  and  the  Inter-American 
Conference  on  Social  Security;  and  member  of  the  International  Labor 
Organization's  Committee  of  Social  Security  Experts. 

Mr.  Altmeyer  also  is  the  Federal  Security  Agency  representative  on 
the  interdepartmental  International  Social  Policy  Committee's  Sub- 
committee on  Social  Welfare,  of  which  he  is  chairman.  The  Director 
of  the  Bureau  of  Public  Assistance,  Jane  M.  Hoey,  serves  as  his  alter- 
nate and  is  acting  chairman  of  the  Subcommittee.  The  technical 
adviser  to  the  Commissioner,  Wilbur  J.  Cohen,  serves  as  Federal 
Security  Agency  representative  on  the  Subcommittee  on  Labor. 

The  Commissioner  acted  as  chairman  of  the  social  welfare  section 
of  a  national  conference  on  international  economic  and  social  problems 
held  June  2  and  3,  1949.     The  meeting,  sponsored  by  the  Department 
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of  State,  brought  together  American  voluntary  agencies  interested  in 
the  recent  developments  in  international  social  programs.  The  sec- 
tion Mr.  Altmeyer  conducted  discussed  refugees,  the  United  Nations 
advisory  social  welfare  services  program,  the  International  Children's 
Emergency  Fund,  and  the  United  Nations  Appeal  for  Children. 

The  Chief  Actuary  attended  a  meeting  of  the  Actuarial  Subcommit- 
tee of  the  Committee  of  Social  Security  Experts  of  the  International 
Labor  Organization  in  Geneva,  Switzerland,  in  September.  At  the 
conclusion  of  the  Geneva  meetmg,  he  went  to  Athens  for  3  weeks  to 
furnish  actuarial  assistance  on  the  Greek  social  insurance  program. 

Two  social  welfare  attaches,  appointed  by  the  Department  of  State 
to  the  staff  of  the  United  States  Embassies  in  Paris  and  New  Delhi, 
were  of  contmuous  service  to  the  Administration  in  informing  staff 
here  of  new  developments  m  social  security  in  foreign  countries  and  in 
keeping  the  foreign  governments  and  private  organizations  in  touch 
with  American  programs. 

In  connection  with  its  work  on  international  matters,  the  Adminis- 
tration made  the  necessary  arrangements  to  secure  consultation  from 
the  various  affihated  agencies  and  organizations  that  make  up  the 
National  Social  Welfare  Assembly. 

Appropriations,  Expenditures,  and  Personnel 

Regular  and  supplementary  appropriations,  authorizations,  trans- 
fers, and  allotments  to  the  Social  Security  Administration  for  the  fiscal 
year  1949  (exclusive  of  social  insurance  benefit  funds)  totaled  $1,122.8 
million.  Of  this  sum,  $1 ,072.5  million  represented  grants  to  States  for 
public  assistance,  maternal  and  child  health  services,  services  to  crip- 
pled children,  child  welfare  services,  and  employment  security  ad- 
mmistration;  the  remainder  was  allocated  to  administrative  expenses 
of  the  Administration  in  connection  with  the  operation  of  these  pro- 
grams and  of  old-age  and  survivors  insurance,  with  the  administration 
of  the  Federal  Credit  Union  Act,  and  with  preparatory  work  for  a 
White  House  Conference  on  Children  and  Youth  in  1950. 

Expenditures  (exclusive  of  social  insurance  benefit  funds)  totaled 
$1,094.0  milHon,  of  which  $1,046.5  milhon  represented  grants  to  States. 
The  major  increase  in  grants  in  1949  was  for  public  assistance  which 
amounted  to  $166.8  milHon  more  than  in  1948,  largely  because  of 
increases  in  case  loads  and  in  Federal  financial  participation  author- 
ized by  the  1948  amendments  to  the  Social  Security  Act.  About  $39 
million  of  the  $47.5  million  expended  for  administrative  costs  was 
appropriated  directly  from  the  Federal  old-age  and  survivors  insur- 
ance trust  fund. 

The  Administration  had  12,854  employees  as  of  June  30,  1949.     Of 
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this  number,  5,874  were  in  departmental  offices  and  6,980  were  in 
field,  area,  and  regional  offices.  The  total  number  of  employees  is 
35  less  than  the  total  a  year  earlier.  This  net  decrease  is  the  result  of 
two  major  factors:  transfers  to  the  Social  Security  Administration  of 
the  United  States  Employment  Service  and  of  the  Bureau  of  Federal 
Credit  Unions,  which  resulted  in  an  increase  of  1,086  employees,  and 
a  decrease  of  1,121  employees  in  the  Office  of  the  Commissioner  and 
the  program  bureaus  other  than  the  Bureau  of  Federal  Credit  Unions. 
Several  factors  contributed  to  this  decrease,  the  most  important  being 
the  reorganization  of  the  Office  of  the  Commissioner,  discussed  earlier 
in  this  section,  reductions  in.  staff  required  in  order  to  get  within  the 
limits  of  smaller  appropriations  for  the  ensuuig  fiscal  year,  and  im- 
provements in  operations. 

By  the  close  of  the  fiscal  year,  substantially  all  employees  who  had 
been  on  military  furlough  during  World  War  II  had  either  exercised 
or  relmquished  their  rights  to  reemployment.  Almost  one-third  of 
all  employees  taken  on  the  staff  for  the  first  time  during  the  year  were 
veterans. 


Table  lA. — Social  Security  Administration:  Funds  available  and  expenditures, 
fiscal  years  1947-48  and  1948-49  i 

[In  thousands;  data  as  of  June  30,  1949] 


Item 


Funds  available  ^ 


1948-49 


1947-48 


Expenditures 


1948-49 


1947-48 


Total - 


$1, 122, 807 


$1, 094,  002 


$852, 015 


Grants  to  States 

Unemployment  insurance  administration 

Employment  service  administration. 

Reconversion  unemployment  benefits  for  seamen. 

Public  assistance 

Old-age  assistance 

Aid  to  the  blind 

Aid  to  dependent  children 

Maternal  and  child  health  and  welfare  services.  __ 

Maternal  and  child  health  services 

Services  for  crippled  children 

Child  welfare  services 

Emergency  maternity  and  infant  care 

Administrative  expenses  * 


,  072, 479 

141,  700 

2,420 
905, 402 

905, 402 

22,  750 
11,750 
7,500 
3,500 
207 
50, 328 


821,460 
67, 167 

3,170 
726, 123 

726, 123 

22, 000 
11, 000 
7,500 
3,500 
3,000 
42, 139 


1,  046,  527 

139, 564 

2,298 

885, 182 

683,  620 

19, 478 

182,  084 

19, 424 

10,011 

7,941 

1,472 

59 

47, 475 


808, 878 
67, 167 

3,170 

718, 359 

562, 374 

16, 401 

139,  584 

18,115 

9,679 

7,234 

1,203 

2,067 

42,137 


1  Funds  available  and  expenditures  as  reported  by  administrative  agencies._      .        ,        .         „  .         <. 

2  Funds  made  available  by  regular  and  supplemental  appropriations,  authorizations,  transfers,  allotments 
and  recoveries. 

s  Administered  by  the  Labor  Department.  ,^.    ,.  .^  ■,       ^  4-,„„„i;„„ 

«  Funds  made  available  and  expenditures  for  salaries,  printing  and  binding,  penalty  mail,  and  traveling 

expenses. 
Source:  Reports  on  status  of  appropriations,  as  submitted  by  the  Office  of  the  Commissioner  and  the 

Bureaus  of  the  Social  Security  Administration. 
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Table  2A. — Financing  social  insurance  under  the  Social  Security  Act:  Contri- 
butions collected  and  trust  fund  operations,  fiscal  years  1947—49 

fin  millions] 


Item 


1948-49 


1947-48 


1946-47 


Contributions  collected  mider: 

Federal  Insurance  Contributions  Act  i 

Federal  Unemployment  Tax  Act  2 

State  unemployment  insurance  laws  3< 

Old-age  and  survivors  insurance  trust  fund: 

Receipts,  total 

Transfers  and  appropriations  ^ 

Interest  and  profits  on  investments 

Expenditures,  total 

Monthly  benefits  and  lump-sum  payments  ' 

Administration  ' 

Assets,  end  of  year 

State  accounts  in  the  unemployment  trust  fund: 

Receipts,  total 

Deposits  * 

Interest 

Withdravifals  for  benefit  payments 

Assets,  end  of  year 


$1, 690 
223 
S89 

1,924 

1,694 

230 

661 

607 

53 

11,310 

1,144 

984 

160 

1,227 

7,283 


$1, 616 

208 

1,007 

1,807 
1,617 
191 
559 
512 
47 
10, 047 

1,154 

1,007 

147 

798 

7,366 


$1,  459 

185 

1,002 

1,623 

1,460 

163 

466 

426 

41 


1,137 

1,005 

131 

817 

7,009 


'  1-percent  contribution  paid  by  employers  and  by  employees  on  wages  up  to  and  including  $3,000  a  year. 

2  Tax  paid  only  by  employers  of  8  or  more.  Employers  offset  against  this  tax— up  to  90  percent  of  the 
amount  assessed — contributions  which  they  have  paid  under  State  unemployment  insurance  laws  or  full 
amount  they  would  have  paid  if  they  had  not  been  allowed  reduced  contribution  rates  under  State  experience 
rating  provisions.  Rate  is  3  percent  of  first  $3,000  a  year  of  wages  paid  to  each  employee  by  subject  em- 
ployer; because  of  credit  offset,  effective  rate  is  0.3  percent  of  such  wages. 

3  Contributions  plus  penalties  and  interest  collected  from  employers  and  contributions  from  employees, 
reported  by  State  agencies;  corrected  to  July  1949. 

*  Contributions  and  deposits  by  States  usually  differ  slightly,  primarily  because  of  time  lag  in  making 
deposits. 

« Includes  amounts  collected  under  the  Federal  Insurance  Contributions  Act  and  $375,000  for  fiscal  year 
1946^7,  $700,000  for  fiscal  year  1947-48,  and  $3,279,000  for  fiscal  year  1948-4S  to  meet  administrative  and  other 
costs  of  benefits  payable  to  survivors  of  certain  World  War  II  veterans  as  defined  in  title  II  of  the  Social 
Security  Act  Amendments  of  1946. 

8  Before  July  1,  1948,  data  represent  checks  cashed  and  returned  to  the  Treasury;  begioning  July  1,  1948, 
represent  checks  issued. 

'  Data  do  not  reflect  actual  expenses  in  the  respective  years  because  of  bookkeeping  adjustments. 

Source:  Compiled  from  Daily  Statement  of  the  U.  S.  Treasury  and  State  agency  reports. 

Table  3A. — Old-age  and  survivors  insurance:  Estimated  number  of  families 
and  beneficiaries  in  receipt  of  benefits  and  average  monthly  benefit  in 
current-payment  status,  by  family  group,  end  of  June,  1949  and  1948 

[In  thousands,  except  for  average  benefit;  data  corrected  to  Sept.  20, 1949] 


Family  classification  of  beneficiaries 
in  current-payment  status 


Total 

Retired  worker  families 

Worker  only 

Male 

Female 

Worker  and  wife 

Worker  and  1  child 

Worker  and  2  or  more  children 

Worker,  wife,  and  1  or  more  chil- 
dren  

Siuvivor  families 

Aged  widow  only 

Widowed  mother  only  2 

Widowed  mother  and  1  child 

Widowed  mother  and  2  children-. 

Widowed  mother  and  3  or  more 

children 

1  child  only 

2  children 

3  children 

4  or  more  children 

1  aged  parent 

2  aged  parents 


June  30, 1949 


Number 
of  families 


1,  769.  2 


1, 180.  9 
800.7 
631.6 
169.1 
359.6 
13.2 
7.2 

.2 
588.3 
236.3 
4.9 
76.4 
43.3 

25.2 
102.4 
46.1 
18.4 
23.6 
10.7 
1.0 


Number 
of  bene- 
ficiaries 


2,  554.  2 


1,  568.  9 
800.7 
631.6 
169.1 
719.2 
26.4 
22.0 

.6 
985.3 
236.3 
4.9 
152.8 
129.9 

102.7 
102.4 
92.2 
55.1 
96.3 
10.7 
2.0 


Average 

monthly 

amount 

per  family 


$25.  00 
26.20 
20.40 
41.00 
39.50 
49.10 

52.90 


20.70 
21.10 
36.30 
50.20 

53.30 
13.50 
26.40 
37.40 
48.90 
13.70 
27.00 


June  30,  1948  ' 


Number 
of  families 


1, 476.  2 


968.7 
654.5 
519.4 
135.1 
296.5 
11.6 
5.9 

.2 
507.5 
188.6 
4.4 
72.0 
40.9 

23.5 
89.4 
40.6 
16.7 
21.2 
9.3 


Number 
of  bene- 
ficiaries 


2, 162.  7 


,  289.  3 
654.5 
519.4 
135.1 
593.0 
23.2 
18.0 

.6 
873.4 
188.6 
4.4 
144.0 
122.6 

95.6 
89.4 
81.1 
50.0 
86.6 
9.3 
1.7 


Average 

monthly 

amount 

per  family 


$24.  40 
25.60 
20.00 
40.00 
38.80 
48.20 

53.40 


20.50 
20.50 
35.70 
49.40 

52.60 
13.30 
25.90 
36.70 
48.10 
13.70 
26.10 


1  Represents  revision  of  estimates  published  in  table  3  of  the  1948  Annual  Report. 

'  Benefits  of  child  or  children  were  being  withheld. 

Note. — Totals  do  not  necessarUy  represent  the  sum  of  rounded  components. 
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Table  4A. — Old-age  and  survivors  insurance:  Selected  data  on  benefits  and 
taxable  wages,  by  State,  for  specified  period,  1947-49 

[In  thousands,  except  for  average  taxable  wages;  data  corrected  to  Sept.  20, 1949] 


State  I 

Monthly  benefits 
in  current-pay- 
ment status,  end 
of  fiscal  year 

Payments  certified,  fiscal 
year 

Work- 
ers 
with 
taxable 
wages, 
calen- 
dar 
year  * 

Amount  of  taxable 

wages,  calendar 

year  • 

Em- 
ployers 
report- 
ing 
taxable 

Num- 
ber 

Amount 

Total  2 

Monthly 
benefits 

Lump- 
sum 
pay- 
ments ' 

Total 

Aver- 
age 
per 

worker 

wages, 
July- 
Sep- 
tem- 
ber ' 

1946-47' 

1947-48'..  .     

1,832.3 
2, 162.  7 
2,  554.  2 

$35,  071 
42, 391 
51,520 

$434, 767 
530,  597 
626,  993 

$406,  252 
499,  315 
594,  744 

$28, 501 

31,  280 

32,  249 

49,  096 
49,  200 
49,  600 

$69, 088, 000 
78,  415, 000 
84,  700,  000 

$1, 407 
1,594 
1,708 

2,478 
2,620 

1948-49  '. 

2,700 

Ala.           ....      -. 

37.6 

1.1 

9.5 

18.0 

197.4 

19.2 

50.8 

6.2 

9.8 

46.6 

36.3 

6.4 

6.9 

161.4 

73.1 

32.1 

24.0 

39.8 

28.3 

23.3 

36.2 

125.8 

113.1 

38.6 

14.9 

60.7 

7.7 

13.5 

2.3 

14.5 

107.4 

5.0 

304.1 

42.4 

3.2 

164.8 

22.8 

32.5 

243.0 

22.1 

21.7 

4.4 

35.5 

72.6 

9.0 

7.9 

41.5 

48.8 

39.6 

57.9 

3.1 

10.0 

597 

20 

180 

276 

4,261 
379 

1,164 
132 
196 
911 
556 
115 
124 

3,448 

1,445 
585 
435 
674 
474 
448 
716 

2,746 

2,389 
775 
212 

1,189 

152 

244 

48 

288 

2,401 
81 

6,508 

653 

56 

3,478 
405 
662 

5,134 

479 

316 

79 

571 

1,245 
170 
150 
722 

1,  045 
7a3 

1,179 

61 

213 

7,333 

250 

2,194 

3,363 

51,646 
4,584 

14,066 
1,591 
2,441 

11,168 
6,886 
1,388 
1,514 

42,  527 

17,  597 
7,125 
5,275 
8.227 
5,827 
5,353 
8,836 

33, 134 

29,  313 
9,408 
2,615 

14,483 
1,869 
2,962 
598 
3,475 

29, 255 
995 

79, 440 

8,088 

673 

42,  429 
4,944 
7,974 

62,  370 
5,783 
3,942 
968 
7,  031 

15,  397 
2,047 
1,809 
8,862 

12.  578 
8,896 

14,  401 

749 

1,312 

6,974 

231 

2,094 

3,216 

49, 135 
4,378 

13, 400 
1,522 
2,262 

10,  726 
6,493 
1,340 
1,438 

39, 814 

16,  704 
6,760 
5,025 
7,859 
5,530 
5, 169 
8,293 

31,634 

27,676 
8,959 
2,482 

13,  723 

1,765 

2,817 

551 

.3,  319 

27,690 
953 

75,  059 

7,634 

650 

40, 177 
4,717 
7,636 

59, 364 

5,512 

3,707 

918 

6,662 

14, 523 
1,976 
1,737 
8,408 

12,047 
8,567 

13,617 

703 

1,198 

359 

19 
100 
147 
2,511 
206 
666 

69 
179 
442 
393 

48 

76 
2,713 
893 
365 
250 
368 
297 
184 
543 
1,500 
1,637 
449 
133 
760 
104 
145 

47 

156 

1,565 

42 

4, 381 

454 

23 
2,252 
227 
338 
3,006 
271 
235 

50 
369 
874 

71 

72 
454 
631 
329 
784 

46 
114 

796 

55 

223 

395 

4,044 
422 
945 
181 
380 
932 
977 
148 
158 

3,857 

1,  530 
684 
517 
705 
748 
353 
836 

l,98l 

2,561 
922 
391 

1,398 

158 

365 

85 

228 

2,045 
151 

7,284 

1,127 
109 

3,225 
578 
566 

4,237 
367 
615 
126 
909 

2,302 
217 
118 
929 
855 
644 

1,194 
95 

904,  652 

76,  546 

247, 199 

3.35,  319 

6,  277, 315 
489,  202 

1,643,319 
222, 445 
462, 631 
932,  012 

1,065,709 
216,002 
173, 140 

6,  234,  495 

2,  303, 996 
834,  400 
578,  416 
828, 003 
812,  735 
412,075 

1, 166,  684 

3, 177. 654 

4,  430,  483 

1,253,579 
325,  976 

1,825,719 

190, 638 

412,  897 

91,  234 

298, 794 

3, 364,  076 

144,  775 

10,  874,  752 

1,227,943 
107, 960 

5, 346, 358 
640,  869 
802, 325 

7, 028,  619 
537,  667 
638, 650 
134,  770 
999,  064 

2,  719, 190 
265, 740 
138,  617 

1, 100, 060 

1,260,534 
939,  560 

1,  819, 199 
101,203 

1,1.36 
1,392 
1,109 

849 
1,552 
1, 1.59 
1,739 
1,229 
1,217 
1,000 
1,091 
1,459 
1,096 
1,616 
1,506 
1,220 
1,119 
1,174 
1,087 
1,167 
1,396 
1,604 
1,730 
1,360 

834 
1,306 
1,206 
1,131 
1,073 
1,310 
1,645 

959 
1,493 
1,090 

990 
1,  658 
1,109 
1,418 
1,659 
1,465 
1,038 
1,070 
1,099 
1,181 
1,225 
1,174 
1,184 
1,474 
1,459 
1, 524 
1,065 

35 

Alaska 

2 

Ariz.  . 

12 

Ark...            _    

24 

Calif 

215 

Colo 

28 

r.nnn 

40 

Del 

6 

D.  C...                  

18 

Fla.. 

53 

Ga 

43 

Hawaii  .    ._ 

7 

Idaho..    .-       -.    .  -. 

11 

111. 

182 

Ind 

71 

Iowa... 

51 

Kans - 

37 

Ky.  . 

34 

La. 

33 

Maine 

19 

Md          -- 

36 

Mass 

93 

Mich..        . 

109 

Minn _ 

56 

Miss  .. 

22 

Mo -- 

74 

Mont - 

12 

Nebr  ..                ... 

26 

Nev.   .    .           .        .- 

4 

N.  H 

12 

N.J-. 

101 

N.  M.. 

10 

N.  Y 

375 

N.  C. 

46 

N.  Dak 

10 

Ohio 

135 

Okla..-. 

35 

Oreg 

33 

Pa 

173 

R.  1 ..     . 

15 

S.  C ...     __ 

22 

S.  Dak 

11 

Tenn 

40 

Tex 

136 

Utah.   . 

U 

Vt    . 

8 

Va 

44 

Wash 

46 

W.  Va      .. 

28 

Wis 

67 

Wyo... 

6 

1  State  distribution  estimated,  except  for  monthly  benefits  in  current-payment  status  and  for  employee 
accounts  established. 

2  United  States  totals  include  lump-sum  payments  under  the  1935  Act  amounting  to  $13,000  in  1946-47, 
and  $1,000  in  1947-48. 

3  Under  the  1939  and  1946  amendments.    For  lump-sum  payments  under  the  1935  act,  see  footnote  2. 

*  United  States  totals  represent  number  of  different  workers  employed  in  covered  industries  at  some  time 
during  1946, 1947,  and  1948,  lespectively.  State  data  represent  workers  employed  in  the  State  at  some  time 
dming  1947;  workers  employed  in  more  than  1  State  counted  once  in  each  of  the  States  in  which  employed. 

»  United  States  totals  are  for  1946,  1947,  and  1948,  respectively.  State  data  represent  1947  taxable  wages, 
distributed  according  to  the  State  where  wages  were  paid. 

«  Employer  returns  for  July-September  1946,  1947,  and  1948,  respectively.  A  return  may  relate  to  more 
than  1  establishment  if  the  employer  operates  several  establishments  but  reports  for  the  concern  as  a  whole. 

'  See  column  heads  for  period  to  which  data  relate. 
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Table   5A.— Old-age  and  survivors  insurance:  Benefits  in  currt>nt  rtn^r»^„* 
fau._^^payn.ents  certified,  and  u^orkers  u,ith  u^/e  TreTt^fi'sr^r Tears 

[Corrected  to  Aug.  4, 1949] 


Item 


Benefits  in  current-payment  status  (end  of  period)- 
Number, 


Primary 

Wife's... 

Child's '.'.ly.'y. 

Widow's ]]"" 

Widow's  current 

Parent's "         " 

Total  monthly  amount 

Primary 

Wife's.. 

Child's l\"" 

Widow's 

Widow's  current ^I^II 

Parent's 

Average  monthly  amount; 

Primary 

Wife's.... 

Child's "I'I"."ri 

Widow's '_'_  "" 

Widow's  current " 

Parent's 

Payments  certified  during  period- 
Monthly  benefits... 

Primary '_'_'_ 

Supplementary 

Survivor ^" 

Lump-sum  payments  " 

1939  and  1946  amendments 

1935  act 

Additional  benefits  under  SecYion¥lO(inciuded  "in"  above' 
figures) 

Monthly  benefits. -.I'l^i;; 
.       Lump-sum  payments 
n^^n^/^  number  of  living  wor"kers  wiTh  wage'cred"its""(m"id-" 


point  of  period— January  1)- 1 

Total ..._ 

Fully  insured '/_ 

Currently  but  not  fuliy  insured 
Uninsured 


Fiscal  year 


1948-49 


2,  554,  248 

1, 180, 909 

359, 840 

614,  714 

236, 394 

149,  724 

12, 667 

$51,  520, 000 

30, 369, 096 

4, 898, 101 

8, 043,  794 

4, 897, 656 

3, 137, 870 

173, 483 

$25.  72 
13.61 
13.09 
20.72 
20.96 
13.70 

$594,  744,  288 
346, 376,  498 
59, 972,  453 
188,  395,  337 
32, 249, 231 
32, 248, 926 
305 

$3,  582,  431 

2, 903, 915 

678, 516 


79, 100, 000 

38, 300, 000 

5, 100, 000 

35,  700, 000 


1947-48 


2, 162,  693 

968, 682 

296,  711 

556, 834 

188, 612 

140, 807 

11, 047 

$42, 391, 324 

24,  344, 534 

3, 948, 153 

7, 175, 060 

3, 865, 451 

2, 908,  578 

149,  548 

$25. 13 
13.31 
12.89 
20.49 
20.66 
13.54 

$499,314,611 
284, 588,  746 
49, 633, 683 
165, 092, 182 
31, 281, 156 
31,  280, 024 
1,132 

$3, 495, 918 
2, 340, 766 
1, 155, 151 


76, 900, 000 

36, 800, 000 

6,  200, 000 

33, 900, 000 


1946-47 


1, 832, 285 

797, 927 

245, 364 

499, 246 

146, 124 

134, 673 

8,951 

$35, 071, 472 

19,  722, 150 

3, 206, 007 

6, 328, 004 

2,  965, 620 

2,  730, 446 

119, 245 

$24.  72 
13.07 
12.68 
20.30 
20.27 
13.32 

$406,  252, 135 
225, 415,  715 
39,  418, 950 
141,  417,  470 
28, 514,  685 
28, 601, 375 
13, 310 

$2, 899, 058 
1,  254, 119 
1, 644, 939 


74, 800, 000 

35, 100, 000 

6, 400, 000 

33, 200, 000 


surv^vortrS4%7t1fe  old-Sd"!^^^^^^^^  (D  combined  earnings  under  coordinated 

deemed  t^o  be  fully  insU^^^^rifSr2^'S^lWff^^^^^^^^^ 
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Table  6 A. —Employment  security:  Selected  data  on  unemployment  insurance 
benefits,  claims,  employment,  and  finance,  by  State,  for  specified  periods, 

1046-49 

[Corrected  to  Aug.  26,  1949] , 


State 


1945-46 '. 
1946-47  7- 
1947-48  L 
1948-49  '. 


Benefit  payments, 
fiscal  year 


5,  303,  295 
4, 057,  500 
3,  820,  774 
5,  644, 975 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island-- 

South  Carolina 

South  Dakota. - 

Temiessee.- 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Virginia 

Wisconsin. 

Wyoming 


$1, 091,  062 

833, 718 

8  752,  539 

8 1, 192,  701 


■§  D 


B% 


$18.  76 
18.05 
18.19 
19.91 


73,  345 
8,264 
16, 654 
41,401 
665,  653 
15,  936 
124,  589 
7,589 
14,  270 
62,  572 
64,  710 
11,  544 
11,698 
419,  439 
94, 303 
24,  900 
25, 182 
55, 103 
47,  831 
55, 143 
122,  241 
371,799 
266,  586 
50, 930 
33,  708 
106, 305 
10,  584 
10,  806 
6,642 
42,  758 
264,  735 
6,708 
982,  802 
107, 460 
3,430 
185, 603 
33,710 
74,  892 
404, 137 
129, 166 
46,  219 
3,  680 
104,  725 
63, 389 
17,  641 
15,362 
82, 364 
117,421 
63,  700 
71, 208 
4,138 


12,  356 
2,217 
2,364 
5,181 
210,  237 
2,035 

29,486 
1, 154 
3,334 
8,159 
9, 333 
2,620 
2,177 

70.  378 

17,  802 
3,960 
3,779 
9,833 

11,016 
8,260 

18,388 

79,290 

50,  056 
9,038 
4,707 

16,977 
1,914 
1,515 
1,476 
7,  238 

64,  879 
1,105 

259, 062 

12,  768 

650 

37, 163 

5,247 

12, 806 

71, 608 

25, 656 

7,827 

529 

17, 860 

8,118 

4,236 

2,518 

8,968 

25,526 

8,606 

10,  703 

585 


108.2 
83.2 

74.7 
120.6 


16.06 

23.67 

19.03 

16.37 

22.55 

16.03 

20.65 

15.82 

17.40 

13.82 

14.33 

21.26 

18.91 

18.76 

18.23 

16.81 

16.33 

15.10 

18.76 

15.78 

20.15 

2:103 

20.89 

15.84 

14.54 

16.86 

16.82 

15.67 

20.39 

17.38 

20.51 

17.86 

22.32 

12.74 

18.46 

18.69 

16.66 

17.42 

17.80 

21.92 

16.97 

17.43 

14.21 

14.79 

23.  57 

18.30 

15.68 

19.28 

16.30 

20.19 

19.21 


58, 985 
46, 908 
42, 367 
61,  290 


103.4 
161.6 
63.7 
80.8 
185.7 
34.3 
382.7 
84.1 
131.8 
101.0 
83.2 
102.1 
53.5 
111.6 
122.3 
39.8 
51.5 
68.3 
64.4 
128.9 
121.3 
182.2 
62.9 
64.8 
87.6 
67.3 
47.8 
64.7 
92.0 
180.5 
128.5 
30.2 
168.8 
63.7 
37.7 
94.0 
64.7 
92.9 
111.6 
327.3 
101.0 
48.4 
120.  3 
30.7 
124.4 
117.3 
121.6 
95.8 
55.3 
92.9 
34.8 


10,  840 
9,  559 
9,870 

14,  524 


95 

142 

356 

9,424 

129. 

1,481 

76 

199 

599 

671 

135 

119 

3,889 

1,007 

245 

238 

656 

611 

543 

960 

3,607 

2,406 

581 

335 

1,062 

115 

99 

73 

436 

3,253 

66 

11,644 

1,036 

35 

2,027 

385 

752 

4,094 

1,190 

476 

31 

1,276 

567 

178 

142 

589 

1,350 

544 

548 

31 


43, 000 
45,  500 
45, 600 
» 45,  900 


151 
9 

47 

82 

1,761 

42 

275 

17 

23 

166 

149 

21 

20 

828 

333 

54 

50 

131 

1.30 

127 

228 

713 

744 

102 

71 

264 

20 

24 

16 

88 

625 

15 

3,799 

228 

6 

443 

80 

155 

1,023 

245 

123 

6 

166 

161 

36 

27 

143 

257 

120 

173 


1,139 
1,286 
1,370 
1,425 


Funds  avail- 
able for  bene- 
fits, June  30  6 


$6.  733 
7,031 
7,393 
7,309 


743 

60 

230 

418 

4,182 

363 

927 

182 

444 

800 

925 

147 

183 

3,  506 

1,369 

618 

437 

599 

771 

281 

861 

1,981 

2,417 

815 

359 

1,179 

171 

274 

96 

192 

1,928 

176 

6,375 

902 

90 

3,162 

549 

.538 

4,215 

335 

496 

95 

841 

2, 113 

215 

106 

918 

841 

568 


1,( 


119 


2 
7 
26 
238 
6 
19 
7 

18 
12 
12 
8 
13 
53 
15 
10 
7 

15 
17 
5 

38 

95 

25 

31 

6 

16 

13 

5 

4 

5 

41 

10 

171 

14 

2 

74 

8 

16 

185 

9 

6 

2 

10 

29 

12 

2 

12 

50 

7 

20 

7 


61 
10 
28 
38 
637 
54 
175 
15 
45 
75 
102 
24 
24 
506 
191 
89 
63 
117 
101 
42 
124 
144 
297 
124 
44 
184 
30 
34 
13 
25 
444 
20 
947 
155 
9 
554 
48 
82 
626 
34 
53 
9 
101 
209 
33 
16 
83 
147 
92 
219 
12 


10.8 
10.1 
9.6 
9.3 


6.8 

11.6 

10.9 

9.6 

9.7 

12.0 

11.0 

7.1 

9.3 

9.2 

10.0 

10.7 

11.9 

8.4 

8.4 

11.3 

11.5 

14.2 

11.0 

10.6 

10.0 

4.4 

6.9 

10.1 

13.9 

10.5 

13.3 

9.8 

1.3.7 

8.4 

13.4 

10.2 

8.7 

12.1 

9.1 

10.2 

7.6 

10.1 

8.7 

6.2 

8.5 

8.3 

9.8 

8.0 

11.5 

11.3 

7.9 

10.9 

9.0 

12.2 

9.2 


for  refunds  and  contributions  and  lor  dishonored  contribution  checks. 
(See  end  of  following  table  for  rest  of  footnotes.) 
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Table  SA.—Ernployment  security:  State  accounts  in  the  Federal  unemnlov- 
ment  trust  fund,  i  and  Federal  grants  for  State  administration,  2  by  State 
fiscal  year  1948-49  ' 

[In  thousands] 


State 


Total. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois. " 

Indiana 

Iowa 

Kansas 

Kentucky ' 

Louisiana 

Maine 

Maryland 

M  assachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota. 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina... 

South  Dakota 

Tennessee 

Texas. 

Utah ; 

Vermont 

Virginia " 

Washington... 

West  Virginia 

Wisconsin 

Wyoming 


Deposits 


$985, 065 


11,  948 

1,230 

3,661 

6,402 

113, 355 

5,913 

7,668 

1,371 

2,575 

8,017 

11,  205 

2,565 

4,148 

62,  905 

14,  561 

9,555 

7,300 

14. 325 

17,  080 

6,407 

15, 145 

43,530 

79,  586 

13,  920 

5,375 

25,  205 

4,013 

2,345 

1,593 

4,009 

50,  435 

3,660 

153, 365 

20, 055 

1,703 

39,  500 

8,110 

13,  784 
63,  848 

7,850 
7,743 
1.096 

14,  016 
26, 309 

3,410 

2,145 

7,330 

26, 605 

13,  994 

11,  506 

1,689 


Interest 


$159,  982 


1,331 
233 
592 
806 
14,  731 
1,131 
4,015 
320 
966 
1,579 
2,174 
501 
508 
10,  950 
4,116 
1,813 
1,318 
2,443 
2,118 
905 
2,727 
3,634 
6,185 
2,596 
939 
3,881 
611 
718 
285 
576 
9,858 
403 
21, 827 
3,257 
176 
11,  876 
988 
1,778 
13,  495 
959 
1,141 
194 
2,219 
4,287 
708 
351 
1,784 
3,169 
1,882 
4,674 
253 


Withdrawals 


'  $1,  243, 363 


11,775 
2,200 
2,490 
5,200 
212,  000 
2,130 

29,  950 
1,120 
3,360 
8,135 
9,575 
2,900 
2,275 

70, 800 

18,  450 
3,900 
3,710 

10, 375 

11.  075 
8,250 

18, 300 

79, 100 

50,  700 

9,300 

4,745 

17,  270 

1,940 

1,595 

1,505 

7,798 

105, 190 

1,150 

260.  000 

12,  900 
625 

37, 350 
4,950 

12,  950 

72,  500 

26, 600 

8,050 

535 

17,  700 
8,350 
4,225 
2,650 
9,150 

26,  065 
8,900 

11, 000 
600 


end  of 
year 


$7,  262, 844 


Federal 
grants  for 
adminis- 
trative 
fiscal  year 


61,  295 
10,  003 
28, 127 
37,  498 
625,  606 
54, 329 
174,  512 
15,  054 
44, 969 
74, 314 
101, 909 
23,177 
24,  422 
503,  247 
189,  703 
88,  070 
63,  012 
115,  946 
100,  766 
40,  417 
123,  524 
142,  239 
294,  284 
123,  065 
43,  505 
183,  746 
29,  435 
33, 952 
13,234 
23,977 
443,  664 
20,  002 
943,  723 
154,  078 
8,658 
553,  991 
47,  252 
82,  041 
622,  661 
31, 862 
52, 192 
9,277 
100,  223 
208, 828 
32,  479 
15,  772 
82,  278 
146,  209 
89,  693 
218, 357 
12,  264 


*  $142,  737 


2,380 
389 
995 
1,243 
16, 4S6 
1,047 
2,397 
321 
1,014 
2,077 
1,982 
341 
728 
6,714 
2,745 
1,215 
1,190 
1,388 
1,833 
828 
2,468 
5,492 
7,338 
2,373 
1,474 
2,108 
651 
748 
468 
709 
5,653 
661 
18, 458 
2,659 
444 
6,414 
1.566 
1,924 
10,  509 
1,126 
1,480 
364 
2,406 
4,651 
803 
485 
1,577 
3,180 
1,195 
2,131 
388 


fro  Jstl^fiTnpi^Sw^^ff^^P^'^^^^^^.^"™*  ^^T  each  State  agency,  in  which  are  held  all  moneys  deposited 
m™t,  ^P^?i?f^^.^  1*  H^^i'  ^"^  ^™°i  which  State  agencies  withdraw  amounts  as  required  for  benefit 
^cJru^A^?^Trl}!i^^^'^^  ^}IT  """^  ''•'^T^  ^y  *^^  Treasurer  of  the  United  States;  interest  includes 
accruea  mterest  receivable;  withdrawals  mclude  outstanding  checks. 

agenciJsX^ing  fiscaJ^ea?^™^^*  compensation  and  employment  service  administration  certified  to  State 

3  Includes  $40,000,000  withdrawn  by  New  Jersey  for  disability  insurance  benefits. 
tsVfinnnnfll    ;°°^  granted  to  Puerto  Rico  for  employment  service  administration.    Also  includes 
$3,360,000  for  postage  expenses  but  not  distributed  by  State. 

Bi^eau  of  Accomts"^  Federal  grants,  all  data  are  compUed  from  data  furnished  by  the  Treasury  Department, 
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Table  9A. — Special  types  of  public  assistance  under  plans  approved  by  the 
Social  Security  Administration:  Number  of  recipients  and  average  payment, 
June  1949,  and  total  payments  to  recipients,  fiscal  year  1948-49,  by  program 

and  State 

[Corrected  to  Sept.  15,  1949] 


Old-age  assistance 

Aid  to  dependent  children 

Aid  to  the  blind 

Number 
of  recip- 
ients, 
June 

Payments  to 
recipients 

Number  of  re- 
cipients, Jime 

Payments  to 
recipients 

Num- 
ber of 
recip- 
ients, 
June 

Payment."  to 
recipients 

State 

Aver- 
age 
pay- 
ment, 
June 

Total, 
fiscal 
year  (in 
thou- 
sands) 

Fami- 
lies 

Children 

A.verage 
pay- 
ment 
per 

family, 
June 

Total, 
fiscal 
year 
(in 
thou- 
sands) 

Aver- 
age 
pay- 
ment, 
June 

Total, 
fiscal 
year 
(in 
thou- 
sands) 

1946-47 

2,271,007 
2, 367,  597 
2,  625,  594 

B36.06 
38.18 
43.60 

$910, 330 
1, 037,  554 
1,  259, 445 

396, 098 
449, 154 
536, 714 

1,009,360 
1,145,816 
1,365,715 

$61.  76 
66.21 
72.71 

$254, 415 
325, 696 
414, 138 

62,085 
65,  797 
71, 196 

$37.88 
41.18 
46.50 

$25,810 

1947^8 

1948-49 

30,  531 
36, 458 

Alabama            

73, 344 

1,497 
11,316 
55,  242 
245,  294 
47, 104 
16, 846 
1,509 

2,629 
64,  946 
93, 962 

2,306 

10,  473 
126,417 

49, 938 
48,  465 
37,  275 
59, 182 
118,  239 
13,  714 

11,  786 
93, 230 
94,  632 
55, 060 
58, 051 

123, 883 

11,128 

23,  767 

2,420 

7,111 

23, 653 

9,416 

116,  465 

54,  278 

8,770 

125, 638 

100, 415 

22, 980 

87,  785 

9,653 

37, 674 

11,979 

59,  751 

215,  723 

10, 058 

6,562 

17, 952 

69, 133 

23,  53S 

49,3ie 

4,08f 

22.61 
55.97 
54.86 
20.95 
70.55 
67.08 
54.01 
28.06 

41.67 
40.19 
20. 54 
35.33 
46.  57 
44.87 
35.22 
48.08 
50.10 
20.83 
47.05 
41.34 
36.88 
61.13 
42.88 
47. 15 
18.80 
42.57 
44.  93 
42.00 
54.05 
43.48 
47.80 
34.22 
52.74 
21.55 
46.56 
46.72 
52.10 
48.21 
40.01 
45.04 
24.70 
38.02 
27.  If 
34.23 
50.27 
32.  IS 
20.25 
67.11 
21.3. 
41.  6f 
55.6: 

18, 063 

855 

6,710 

12,  583 

163, 340 

40, 952 

10,  206 

468 

1,285 

29,  245 

21,  630 

912 

5,684 
63, 965 
20,  504 
26, 672 
18,  742 
13,051 
61,  587 

5,740 

5,028 
64, 915 
46,  278 
29, 230 
10, 895 
59, 168 

5,722 
11,815 

1,441 

3,  513 
12, 389 

3, 669 
71, 630 

11,  943 
4,636 

67, 105 
59, 403 

12,  684 
40, 924 

4,854 
9,787 
5,205 

17, 648 

83,  930 
5, 895 
2,701 
4,030 

49,  257 
5,673 

23,  237 
2,647 

13, 194 

450 

3,158 

11,458 

24, 160 

5,052 

3,499 

526 

1,753 

22, 342 

12, 316 

2,081 

2,089 

25, 003 

9,331 

4,652 

5, 130 

19,027 

24, 323 

3,414 

5,297 

11, 790 

24, 841 

7,566 

8,194 

23,  762 

2,120 

3,342 

(2) 

1,433 

5, 154 

4,963 

53, 106 

12, 178 

1,723 

12,  482 

24, 140 

3,244 

46, 098 

3,24^ 

7,690 

2, 033 

18, 943 

16,  912 

3, 311 

94C 

6,61? 

11,047 

12, 80S 

8,308 

46£ 

35, 949 

1,078 

8,930 

29,  517 

53, 898 

13,  748 

8,493 

1,556 

5,311 
54, 706 
31,  739 
6,184 
5,277 
63,  509 
23, 068 

11,  920 
13,  242 
47,  875 
63, 104 

9,419 
16, 040 
28,  754 
57, 494 
19, 180 
22, 172 
60,  549 
5,447 
7,978 

3,622 
13, 361 

12,  727 
123, 126 

34,  314 

4,630 
33, 864 
61, 103 

8,160 
119, 196 

8,040 
21,914 

5,006 
51, 005 
46, 942 

8,407 

2,554 
18,  792 
26, 07S 
34, 622 
20,  843 

1,271 

36.28 
69.64 
92.70 
37.17 

113.70 
76.61 

100.38 
72.69 

79.75 
41.95 
40.85 
92.20 
94.97 

101.  27 
55.93 
62.78 
82.80 
38. 43 
59.08 
81.21 
82.95 

112. 84 
86.05 
69.17 
26.49 
53.  50 
72.42 
84.01 

(2) 

87.47 
84.20 
52.53 

107. 20 
41.48 
97.97 
61.92 
52.20 

107. 48 
91.34 
85.77 
35.51 
55.36 
48.14 
47.18 

106. 68 
48.36 
44.15 

135. 44 
43.  5S 
95.  r 
97.11 

5,105 

164 

2,686 

4,511 

26, 891 

4,756 

3,674 

390 

1,542 
9,745 
4,879 
1,821 
2,214 

26,  706 
5,575 
3,350 
4,722 
7,379 

13, 167 
2,819 
5,070 

14,  421 

22,  745 
5,964 
2,270 

13, 826 
1,665 
3,197 

(2) 

1,325 
4,814 
2,893 

62, 708 
5, 026 
1,882 
9,745 

14,  285 
3,713 

45,382 
2,906 
2,743 
1,164 
9,880 
8,68E 
4,046 
50f 
3,07£ 

13,  222 

5, 91 ; 

8,46J 

50J 

1,287 

(') 

787 
1,752 
9,004 
387 
182 
158 

240 

3,094 

2,546 

93 

203 
4,  553 
1,841 
1,200 

767 
2,068 
1, 673 

659 

470 
1,367 
1,668 
1,057 
2,520 

(2) 
479 
550 

(2) 
313 
686 
444 

3,768 

3, 661 
119 

3.635 

2,656 
383 

(2) 
158 

1,408 
215 

2,258 

6,046 
201 
18J 

l,39f 
717 
911 

1,334 
9E 

25.02 

(') 

63.07 

24.64 

82.54 

55.79 

47.77 

37.16 

43.86 

42.21 

25.  75 

38.75 

51.56 

46.87 

37.60 

52.88 

52.14 

22.13 

42.31 

42.11 

40.83 

60.65 

45.83 

55.26 

25.79 

(2) 

46.23 

49.85 

(2) 

46.77 

53.04 

38.19 

59.46 

30.09 

45.99 

44.79 

53.18 

55. 66 

(2) 

51.05 

28.73 

34.57 

36.13 

38.58 

54.53 

35.67 

27.47 

77.59 

25.02 

45.38 

55.46 

344 

(1) 

533 

482 

California             

7,757 

253 

91 

58 

District  of  Colum- 

120 

1,472 

704 

Hawaii                 _  - 

39 

123 

2,425 

Indiana                

808 

437 

Kentucky    .... 

497 

Louisiana 

791 

Maryland-  .  _    .. 

217 

Massachusetts 

896 
852 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

688 
717 
(2) 
249 
306 

{') 
167 
372 

New  Mexico 

2,574 

North  Carolina 

North  Dakota 

Ohio             

1,219 

63 

1,822 

Oklahoma.  ...  .  .. 

Oregon                   

249 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

(2) 

86 
428 

83 
890 

Texas                 

Utah 

Vermont               .  . 

88 

Virginia  . _. 

Washington . 

West  Virginia 

Wisconsin. __ 

256 
672 

Wyoming 

65 

I  Alaska  does  not  administer  aid  to  the  blind. 
t  No  approved  plan  in  operation. 
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Table  lOA.^Special  types  of  public  assistance  under  plans  approved  by  the 
Social  Security  Administration:  Federal  grants  certified  and  total  expendi- 
tures and  percent  from  Federal  funds,  by  program  and  State,  fiscal  year 
1948-49 

[Amounts  in  thousands;  data  corrected  to  Sept.  15, 1949] 


State 


Federal  grants  certified 


Total 


Old-acre 
assist- 
ance 


Aid  to 
depend- 
ent 
chil- 
dren 


Aid  to 

the 
blind 


Expenditures  for  assistance  and  administration 


Old-age  assist- 
ance 


Per- 
cent 
from 
Fed- 
eral 
funds 


Aid  to  depend- 
ent children 


Amount 


Per- 
cent 
from 
Fed- 
eral 
funds 


Aid  to  the  blind 


Amount 


1946-47 

1947-48 

1948-49 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut- _  _ 

Delaware 

Dist.  of  Columbia. -_ 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah.  

Vermont 

Virginia 

Washington 

West  Virginia. 

Wisconsin 

Wyoming 


$613, 831 
718, 359 
927, 897 


$491, 091 
562,  374 
718,012 


$108,429 
139,  584 
189, 415 


$14,312 
16,  401 
20,  470 


$960,  363 
1,  093,  984 
1,  326, 047 


51.6 
51.8 
54.8 


$275,  704 
352,  295 
446,  250 


38.6 
39.4 
43.1 


$28,  206 
33,  289 
39,  519 


17,  334 

570 

5,234 

13,004 

83,  554 

17,  738 

6,112 

651 

1,567 

26,  597 

20, 197 

1,476 

4,057 

49,  046 

16, 869 

17, 177 

13, 170 

14,  875 

44, 876 

5, 073 

5,817 

37, 185 

37,  214 

19, 867 

10,  790 

45, 403 

4,  ,549 

8,689 

818 

2,555 

9, 437 

4,344 

57. 901 

13,  513 

3,478 

44,  362 

44,  681 

8,619 

42,  909 

4,012 

9,299 

4,061 

19, 353 

62, 936 

4,691 

2,069 

5,701 

26,  724 

9,014 

17, 108 

1,619 


13, 412 

461 

3,718 

9,416 

72,  388 

15, 493 

4,868 

384 

763 

18, 619 

16, 307 

634 

3, 185 

37, 946 

13, 035 

15,  020 
10,  873 

9,  544 
37, 099 
3,558 
3,181 
31, 996 
28,177 

16,  352 
8,  522 

36,  374 
3,554 
7,203 
818 
1,973 
7,095 
2,424 

36, 976 
8,946 
2,679 

38, 140 

34, 022 
7,217 

24,  740 
2,794 
6, 937 
3,279 

12, 110 

55, 067 
3,228 
1,682 
3,232 

22, 865 
4,471 

13, 847 
1, 


3,677 

109 

1,263 

3,251 

8,210 

2,113 

1,194 

226 

735 

7,054 

3,390 

816 

809 

9,617 

3,284 

1,753 

2,049 

4,973 

7,325 

1,334 

2,503 

4,756 

8,523 

3,125 

1,756 

9,029 

825 

1,313 

488 
2,114 
1,794 
19,  578 
3,699 

758 
5, 057 
9,767 
1,276 
IS,  170 
1,172 
2,058 

726 
6,674 
6, 159 
1, 

334 
2,162 
3,619 
4,354 
2, 851 

195 


245 

253 

337 

2,956 

132 

61 

42 

69 

923 

500 

26 

63 

1,483 

551 

403 

248 

358 

451 

181 

134 

433 

514 

389 

512 

170 
174 
(5) 

94 
228 
126 
1,347 
868 

41 

1,165 

893 

127 

(') 

46 
305 

56 

568 

1,710 

65 

54 
306 
241 
189 
410 

35 


19, 161 
892 
6,907 
13, 100 
172,  768 
41,882 

10,  587 
539 

1,425 

30, 380 

23, 141 

1,049 

5,938 

68,016 

22, 075 

28,182 

19, 906 

13,  722 

63,  860 

6,097 

5, 387 

68,  389 

48,  432 

30,  599 

11,  746 
60, 864 

6,038 

12,  647 
1,551 
3,763 

13,  707 
3,963 

78, 323 
12, 755 

4,951 
70, 163 
61, 323 
13, 376 
44, 429 

5,100 
10, 428 

5,  .549 
18, 435 
86, 745 

6,113 

2 

4i580 
50,  883 

6,091 
24, 489 

2,788 


69.0 
52.5 
54.1 
70.8 
43.0 
36.9 
47.7 
63.9 
56.3 
60.7 
70.1 
58.8 
54.5 
56.9 
61.1 
54.7 
55.8 
70.9 
58.2 
61.5 
60.2 
45.8 
59.1 
55.6 
71.5 
60.2 
59.5 
59.1 
53.8 
56.6 
,54.1 
61.3 
49.2 
70.5 
54.1 
55.9 
54.6 
52.9 
58.5 
53.9 
67.9 
61.3 
65.9 
62.7 
54.4 
62.2 
69.6 
44.3 
69.7 
60.3 
60.6 


5,  558 
192 

2,823 
4,684 

29,  530 

5,088 

3,876 

452 

1,678 

10,  510 
5,173 
2,055 
2,326 

28, 387 

6,  238 
3,  648 
5,127 
7,656 

13,  951 
2,946 
5,453 

15,  200 

23,  922 

6,644 

2,498 

14,  638 
1,789 
3,463 
(3) 

1,375 
5,199 
3,210 

69, 328 
5,  464 
2,009 

10,  722 

15,  090 
3,964 

49,  543 
3,051 
3,008 
1,263 

10, 389 
9,307 
4,253 
540 
3,  523 

13, 731 

6,232 

8,999 

553 


68.6 

57.5 

45.0 

67.9 

28.1 

41.6 

33.5 

49.9 

45.3 

64.5 

66.5 

41.7 

36.6 

34.7 

57.2 

47.1 

40.7 

67.0 

54.8 

45.0 

4,5.2 

30.0 

36.3 

46.7 

70.8 

62.2 

44.5 

37.8 

(') 

37.8 

39.8 

56.3 

30.4 

67.7 

36.2 

47.3 

62.3 

32.0 

38.0 

38.0 

70.5 

58.9 

64.1 

64.6 

32.0 

62.4 

61.3 

27.3 

66.4 

34.9 

37.6 


371 

(2) 

555 

502 

8,280 

281 

95 

71 

131 

1,539 

764 

46 

130 

2,669 

943 

790 

476 

518 

835 

307 

229 

936 

889 

780 

751 

286 
329 

178 

424 

213 

3,007 

1,412 

75 

2.042 

1,664 

262 

(3) 

92 

469 

89 

919 

2,791 

128 

91 

467 

636 

274 

724 


'  Amounts  of  Federal  grants  certified  in  fiscal  year;  difler  slightly  from  fiscal-year  expenditures  from 
Federal  funds  reported  by  States. 
'  Alaska  does  not  administer  aid  to  the  blind, 
'  No  apprpved  plan  in  operation. 
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Table  llA. — Maternal  and  child  health  and  welfare  services:  Grants  to  States 
for  maternal  and  child  health  services,  services  for  crippled  children,  and 
child  welfare  services  under  the  Social  Security  Act,  and  for  emergency 
maternity  and  infant  care,  by  program  and  State,  fiscal  year  1948-49  ^ 

[In  thousands] 


State 

Maternal  and  child  health 
services 

Services  for  crippled 
children 

Child 
welfare 
services 

Emer- 
gency ma 
ternity 

Total 

Fund  A 

Fuad  B 

Total 

Fund  A 

FundB 

and  in- 
fant care 

Total         

$11,240.2 

$5,  746. 1 

$5,494.1 

$8,161.8 

$4, 413. 1 

$3,748.7 

$3,669.4 

$77.9 

Alabama 

495.1 
120.0 
89.8 
249.0 

303. 1 
145.9 
100.9 

72.5 

130. 2 
204.0 

512.8 
137.6 

94.7 
296.7 
197.4 
106.7 
127.5 
366.1 
344.1 

95.1 

256.5 

301.3 

294.0 

227.6 

339.1 

161.7 

69.7 

105.1 

50.9 

66.4 

137.0 
146.7 
510.8 
339.4 
92.6 
338.5 
160.6 
100.3 
448.9 
479.0 

54.2 

323.5 

57.4 

381.0 

463.7 

74.1 

53.8 

57.5 

371.4 

172.5 

237.2 

188.2 

44.4 

144.1 
37.4 
59.3 
81.4 

260.1 
65.2 
84.4 
43.7 
55.7 
96.4 

131.2 
50.8 
57.1 
253. 4 
116.6 
86.5 
78.2 
113.2 
106.5 
56.3 

90.0 
134.0 
194.3 
140.1 
104.7 
105.0 
51.0 
71.0 
27.0 
43.0 

121.0 

54.7 

445.0 

144.7 

66.1 

258.3 

88.8 

66.0 

269.1 

144.6 

37.2 
98.5 
38.0 

120.6 

294.6 
59.5 
36.3 
36.3 

120.5 
99.8 
94.9 

135.2 
23.8 

351.0 
82.6 
30.5 

167.6 
43.0 
80.7 
16.5 
28.8 
74.5 

107.6 

381.6 
86.8 
37.6 
43.3 
80.8 
20.2 
49.3 
252.9 
237.6 
38.8 

166.5 
167.3 
99.7 
87.5 
234.4 
56.7 
18.7 
34.1 
23.9 
23.4 

16.0 
92.0 
65.8 
194.7 
26.5 
80.2 
71.8 
34.3 
179.8 
334.4 

17.0 

225.0 

19.4 

260.4 

214.1 

14.6 

17.5 

21.2 

196.9 

72.7 

142.3 

53.0 

20.6 

286.3 

77.3 

100.6 

206.0 

325.4 

51.8 

140.4 

22.8 

107.5 

128.2 

254.4 
126.5 

58.0 
296.7 
112.8 
145.6 

71.7 
260.2 
187.6 

68.5 

159.5 
139.4 
203.  7 
157.7 
250.9 
162.2 
77.0 
83.8 
17.2 
44.9 

191.1 

74.4 

181.5 

362.8 

56.4 

228.8 

191.8 

72.6 

342. 9 

192.6 

75.5 
273.7 

85.6 
195.3 
373.8 
104.8 

52.4 

40.2 
316.7 
107.3 
137.1 
186.3 

20.6 

113.6 
36.1 
40.5 
81.2 

200.1 
48.4 
58.8 
14.6 
49.2 
88.4 

117.3 
38.6 
42.5 

195. 4 
84.6 
85.2 
58.8 

105.3 
96.8 
48.4 

73.2 
117.8 
133.8 
80.1 
92.5 
97.9 
41.9 
51.  0 
10.1 
33.6 

115.2 
46.4 

139.4 

135.4 
42.8 

188.4 
84.0 
56.9 

257.7 
96.6 

19.6 
91.4 
44.7 

100.3 

190.2 
47.5 
37.5 
30.7 

107.9 
63.9 
70.2 

100.5 
10.2 

172.7 
41.2 
60.1 
124.8 
125.3 
3.4 
81.6 
8.2 
58.3 
39.8 

137.1 
87.9 
15.5 
74.3 
28.2 
60.4 
12.9 

154.9 
90.8 
20.1 

86.3 
21.6 
69.9 
77.6 
158.4 
64.3 
.35.1 
32.8 
7.1 
11.3 

75.9 
28.0 
42.1 

227.4 
13.6 
40.4 

107.8 
15.7 
85.2 
96.0 

55.9 

182.3 

40.9 

95.0 

183.6 

57.3 

14.9 

9.5 

208.8 

43.4 

66.9 

85.8 

10.4 

113.0 
28.5 
43.9 
96.1 

108.6 
46.5 
40.8 
20.7 
21.1 
49.1 

97.5 
42.5 
19.8 

121.9 
40.9 

112.3 
82.7 

106.3 
67.2 
60.1 

51.4 
51.3 
103.9 
108.3 
100.2 
109.9 
44.1 
42.4 
35.1 
29.8 

40.7 
28.3 
76.7 

147.7 
35.3 
76.5 
77.6 
47.6 

148.8 
87.3 

18.9 
76.2 
38.6 
96.7 
199.2 
41.4 
35.1 
19.3 
83.1 
94.3 
81.1 
98.7 
24.4 

0.8 

Arkansas 

2.2 

District  of  Columbia. 

Florida 

6.2 

Hawaii 

5.0 

Idaho  .     .                    

.5 

Illinois 

7.5 

Iowa 

2.9 

Kentucky 

.4 

Michigan 

6.3 

Minne.'iota 

.7 

Mississippi 

1.7 

4.1 

New  Jersey , 

10.3 

New  York                  . 

18.7 

North  Dakota 

.3 

Ohio 

Oklahoma 

1.6 

Oregon  .--  

2.0 

Rhode  Island 

Tennessee.-      

1.3 

Texas 

4.3 

Utah  . 

Virgin  Islands 

Wisconsin. .  - 

.8 

.3 

1  Based  on  checks  issued. 
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Table  12A. — Federal  Credit  Unions:  Number  of  members,  amount  of  shares, 
and  amount  of  loans  outstanding  December  31,  1935-48 


Year 

Number  of 

reporting 

credit 

unions' 

Number  of 
members 

Amount  of 
shares 

Amount  of 
loans 

1935 

762 
1,725 
2,296 
2,753 
3,172 
3,739 
4,144 
4,070 
3,859 
3,795 
3,757 
3,761 
3,845 
4,058 

118, 665 

307,  651 

482, 441 

631,  436 

849, 806 

1, 126,  222 

1,  396, 696 

1, 347, 519 

1, 302, 363 

1, 303, 801 

1,  216, 625 

1, 302, 132 

1,  445, 915 

1, 628, 339 

$2, 224, 610 

8,  572,  776 

17,  741, 090 

26, 869, 367 

43, 314, 433 

65,  780, 063 

96, 816, 948 

109,  498, 801 

116, 988, 974 

133, 586, 147 

140, 613, 962 

159,  718, 040 

192, 410, 043 

235, 008, 368 

$1,830,489 
7, 399, 124 
15,  772,  400 
23, 824,  703 
37, 663, 782 
55, 801, 026 
69, 249, 487 
42, 886,  750 
35,  228, 153 
34,403,467 
35, 155, 414 
56,800,937 
91, 372, 179 
137, 642, 327 

1936 . 

1937 _ 

1938 

1939 

1940 .. 

1941 

1942 

1943 

1944. 

1945 

1946 

1947 

1948 

'In  1945,  1946,  1947,  and  1948,  the  number  of  operating  and  reporting  credit  unions  was  the  same  In 
other  years  the  number  of  credit  unions  which  submitted  financial  and  statistical  reports  was  less  than  the 
number  m  operation  at  the  end  of  the  year. 

Table  13A. — Federal  credit  unions:  Changes  in  number,  1935-48 


Year 


1935 
1936. 
1937. 
1938. 
1939. 
1940. 
1941. 
1942. 
1943. 
1944. 
1945. 
1946. 
1947. 
1948. 


Granted 


'906 
956 
638 
616 
629 
666 
583 
187 
108 
69 
96 
157 
207 
341 


Number  of  charters 


Canceled 


83 

93 

76 

89 

89 

321 

285 

185 

151 

159 

130 


Net 
change 


'906 

952 

569 

432 

436 

590 

494 

98 

-213 

-216 


48 
211 


Number  of  charters  outstanding 
at  end  of  year 


Total 


906 
1.858 
2,427 
2,859 
3,295 
3,885 
4,379 
4,477 
4,264 
4,048 
3,959 
3,965 
4,013 
4,224 


Inactive 
credit 
unions 


134 
107 
114 
99 
113 
129 
151 
332 
326 
233 
202 
204 
168 
»166 


Operating 
credit 


772 
1,751 
2,313 
2,760 
3,182 
3,756 
4,228 
4,145 
3,938 
3,815 
3,757 
3,761 
3,845 
4,058 


'  Includes  78  charters  granted  in  1934. 

»  Consists  of  101  Federal  credit  unions  in  process  of  liquidation  and  65  with  charters  granted  but  not 
orgamzed. 
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Table  14A.— Federal  credit  unions:    Percentage  distribution   by  amount  of 

assets,  1935-48 


Year 


1935.- 
1936- 
1937- 
1938- 
1939- 
1940- 
1941- 
1942- 
1943.. 
1944_ 
1945- 
1946. 
1947- 
1948- 


AU  Federal  credit 
unions 


Number 


762 
1,725 
2,296 
2, 753 
3,172 
3,715 
4,144 
4,070 
3,859 
3,795 
3,757 
3,761 
3,845 
4,058 


Percent 


100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 


Percentage  of  Federal  credit  unions  with 
assets  of— 


Less  than 
$1,000 


45.8 

27.1 

20.0 

15.8 

10.9 

9.9 

8.4 

6.1 

3.9 

2.7 

1.9 

2.0 

1.9 

2.5 


$1,000  to 


47.9 
59.8 
58.6 
55.7 
51.7 
46.5 
42.2 
41.2 
39.3 
36.2 
33.9 
30.6 
26.7 
23.7 


$10,000  to 
$99,999 


6.2 
12.9 
20.7 
27.5 
35.6 
40.8 
45.0 
47.1 
50.1 
53.3 
55.2 
56.5 
57.7 
57.6 


$100,000 
and  over 


0.1 
.2 
.7 
1.0 
1.8 
2.8 
4.4 
5.6 
6.7 
7.8 
9.0 
10.9 
13.7 
16.2 


Table  ISA.— Federal  credit  unions:  Assets  and  liabilities,  December  31,  1948, 

and  December  31,  1947 


Assets  and  liabilities 


Amount 


Dec.  31,  1948 


Total  assets- 

Loans  to  members 

Cash 

U.  S.  Government  obligations... 
Federal  savings  and  loan  shares- 
Loans  to  other  credit  unions 

Other  assets 


Totalhabilities 

Notes  payable ---- 

Accounts  payable  and  other  liabil- 
ities  

Shares 

Reserve  for  bad  loans 

Special  reserve  for  delinquent  loans. 
Undivided  profits 


$258, 411, 736 

137, 642, 327 

30, 119, 870 

68, 487, 700 

18, 301, 363 

2,  696,  277 

1, 164, 199 

258,  411,  736 
6, 020, 912 

815, 199 

235, 008,  368 

7, 698, 222 

233, 389 
8, 635, 646 


Dec.  31,  1947 


$210, 375,  571 
91,372,197 
24,  227, 566 
73, 869,  683 
18, 198, 922 
1,534,007 
1, 173, 196 

210, 375, 571 
4, 836,  770 

809,  549 

192, 410, 043 

6, 236, 960 

166,  924 

5, 925, 325 


Change  dur- 
ing year 


$48, 036, 165 

46,  270, 130 

5, 892, 304 

-5, 381, 983 

102, 441 

1, 162, 270 

-8, 997 

48, 036, 165 
1, 184, 142 

5,650 

42,  598, 325 

1, 461, 262 

76, 465 

2, 710, 321 


Percentage  distri- 
bution 


Dec.  31, 
1948 


100.0 

53.3 

11.6 

26.5 

7.1 

1.0 

.5 

100.0 
2.3 

.3 
91.0 
3.0 

.1 
3.3 


Dec.  31, 
1947 


100.0 
43.4 
11.5 
35.1 

8.7 
.7 
.6 

100.0 
2.3 

.4 

91.4 

3.0 

.1 

2.8 
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Letter  of  Transmittal 


Federal  Security  Agency, 
Social  Security  Administration, 
Washington,  D.  C,  October  SO,  1950. 

The  Honorable  Oscar  R.  Ewing, 
Federal  Security  Adviinistrator. 

Dear  Mr.  Ewing:  The  Social  Security  Administration  transmits 
herewith  its  annual  report  for  the  fiscal  year  ended  June  30,  1950, 
for  submittal  to  the  Congress  as  required  by  section  704  of  the  So- 
cial Security  Act. 

The  report  outlines  accomplishments  during  the  year  in  the  pro- 
grams for  which  the  Administration  has  Federal  responsibilities,  dis- 
cusses developments  as  a  result  of  the  1950  amendments  of  the  Social 
Security  Act,  and  presents  recommendations  as  to  additional  changes 
needed  if  the  programs  are  to  fulfill  their  purposes  more  adequately. 
These  recommendations  are  made  in  accordance  with  the  statutory 
mandate  under  section  702  of  the  Social  Security  Act. 

Respectfully  submitted. 

Arthur  J.  Altmeyer, 

Commissioner  for  Social  Security. 
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Social  Security  in  the  United  States 

Social  security  has  become  one  of  tlie  most  widely  accepted  goals 
of  a  democratic  society.  The  discussions  and  action  on  social  security 
by  Congress  during  the  past  year  made  clear  the  broad  support  for 
and  the  immediate  importance  of  that  goal.  The  Social  Security  Act 
Amendments  of  1950,  which  became  law  shortly  after  the  end  of  the 
fiscal  year,  gave  new  strength  to  our  existing  program  and  pointed 
the  way  toward  a  more  complete  fulfillment  of  its  purposes. 

From  the  beginning  of  our  history,  the  welfare  of  the  individual, 
and  hence  of  all  individuals,  has  been  one  of  our  most  basic  values. 
The  essential  conditions  of  individual  welfare  are  in  part  the  same 
today  as  they  were  150  years  ago.  Individual  freedom  of  conscience 
and  the  guarantee  of  political  liberty  remain  the  basis  of  our  demo- 
cratic society. 

But  during  those  150  years  we  have  grown  from  a  nation  of  farmers 
and  handicraftsmen  to  the  most  highly  industrialized  country  in  the 
world.  Increasingly,  the  ability  to  produce  a  scanty  living  for  one- 
self has  given  way  to  the  economic  interdependence  and  the  actual 
and  still  larger  potential  abundance  of  a  mechanized  and  organized 
economy.  As  a  result,  the  conditions  necessary  to  the  survival  of 
individual  values  and  the  promotion  of  individual  welfare  have  also 
become  more  complex. 

An  expanding  economy  makes  possible  and  is  itself  sustained  by 
the  ever  broader  distribution  of  goods  and  services.  Increasing 
productivity  and  scientific  knowledge  have  vastly  increased  the  range 
of  products  which  are  a  part  of  daily  family  living.    They  have  also 
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brought  a  new  concept  of  health  and  a  substantial  progress  in  the 
development  of  health  facilities  and  health  services  that  can  be  avail- 
able to  everyone.  They  have  brought  more  leisure  for  all,  not  merely 
for  a  favored  few.  They  have  provided  a  surplus  out  of  which  we 
can  support  not  only  more  of  the  special  services  for  individuals 
and  families  which  help  them  to  achieve  security  and  independence, 
but  also  more  education,  training,  and  research,  which  provide  for 
future  progress  and  the  enjoyment  of  its  fruits. 

Our  democratic  commitments  require  that  all  the  people  share  in 
the  gains  and  benefits  of  this  expanding  economy.  The  revaluation 
of  our  democratic  ideals  which  world  events  have  forced  upon  us  has 
speeded  up  our  growing  awareness  of  their  full  reach  and  scope.  We 
must  also  speed  up  and  intensify  our  search  for  the  most  generally 
acceptable  methods  of  putting  those  ideals  into  practice. 

Social  security  programs  provide  an  effective  method  of  assuring 
sufficient  and  uninterrupted  income  and  services  to  large  and  im- 
portant groups  in  our  population,  and  of  doing  so  in  a  manner  which 
strengthens  individual  freedom  and  contributes  to  the  strength  and 
growth  of  the  economy. 

CONTINUOUS  CASH  INCOME  ESSENTIAL 

For  most  of  us  today,  no  matter  where  we  live  and  work,  food 
and  shelter  and  clothing  and  medical  care,  as  well  as  all  the  devices 
and  luxuries  of  our  civilization,  must  be  purchased.  And  while  there 
are  an  increasing  number  of  services  which  it  is  generally  agreed 
should  be  provided  by  the  community  because  they  cannot  be  had 
otherwise,  they  are  of  special  kinds.  In  a  free-enterprise  economy, 
the  individual  should  be  free  to  make  his  own  choices  among  competing 
goods  and  services  for  the  satisfaction  of  his  general  consumption 
needs.    He  can  do  so  only  if  he  has  the  necessary  income. 

For  most  families,  sufficient  job  opportunities  at  adequate  rates  of 
pay  will  provide  the  income  to  meet  current  needs.  But  in  our 
population  there  is  an  increasing  number  of  individuals  who  cannot, 
or  by  common  consent  should  not,  currently  be  full-time  earners. 
The  basic  needs  of  most  children  and  young  people  are  best  met  and 
for  the  most  part  are  adequately  met  by  their  own  families.  As  the 
number  of  persons  over  65  increases,  so,  generally  speaking,  will  the 
number  who  find  it  necessary  to  retire  from  gainful  employment. 
Many  of  these  older  persons  have  no  families  upon  whom  to  depend. 
All  need  an  income  of  their  own.  For  them,  as  for  those  adults  who 
cannot  earn  because  of  disability,  and  for  children  left  without 
parental  support,  there  must  be  an  orderly  and  assured  system  of 
income  maintenance  other  than  current  earnings  if  they  are  to  share 
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democratically  in  the  output  of  the  economy  and  the  values  of  our 
society,  and  to  make  a  constructive  contribution  to  community  and 
Nation. 

There  has  been  some  concern  about  the  burden  which  social  security 
places  on  the  productive  groups  in  the  population.  What  is  some- 
times overlooked  is  that  the  producing  groups  have  always  carried 
the  nonproducing  groups.  The  support  has  usually  been  direct — 
food  on  the  table  and  a  room  in  the  house  for  those  too  young  or  too 
old  and  for  those  sick  and  unable  to  produce.  Cramped  housing 
and  purchased  food,  and  smaller  families  to  share  the  burden,  have 
made  individual  support  more  difficult.  But  our  collective  ability 
to  provide — and  to  provide  abundantly — for  the  nonproducing  mem- 
bers of  society  is  greater  than  ever  before. 

We  are  coming  to  realize  how  unfair  and  wasteful  it  is  to  push 
older  people  out  of  economically  and  socially  productive  work  before 
they  are  ready  to  retire.  We  recognize  the  human  as  well  as  the 
dollars-and-cents  reasons  for  using  to  the  maximum  the  talents  and 
capabilities  of  the  disabled  who  can  be  rehabilitated.  But  we  also 
want  to  provide  for  those  who  cannot  support  themselves  a  fair  and 
generous  share  of  our  current  abundance  and  to  provide  it  in  an 
orderly  way — in  a  way  which  respects  human  dignity  and  promotes 
confidence  and  security  among  all  groups. 

It  is  now  generally  agreed  that  a  social  security  system  that  will 
provide  effectively  for  the  entire  population  can  be  organized  only 
by  society  as  a  whole,  acting  through  government.  Individual  effort 
can  carry  families  part  of  the  way.  But  few  families  can  save  enough 
on  an  individual  basis  to  provide  against  all  the  major  contingencies 
and  risks  of  income  loss.  At  no  time  in  history  has  individual  saving 
been  generally  adequate  to  provide  security  in  case  of  disability  or 
death.  The  age-old  plea  for  the  widow  and  orphan  and  the  history 
of  the  almshouse  and  the  charity  hospital  bear  witness  to  the  inse- 
curities of  earlier  periods.  Individual  saving  carried  many  couples 
through  old  age  when  savings  were  primarily  in  the  form  of  a  home- 
stead or  a  business  that  could  be  passed  on  to  their  sons.  But  most 
workers  today  are  wage  earners.  And  urban  living  is  more  inflexible 
in  its  demands  on  current  money  income.  Money  savings — insofar 
as  they  can  be  accumulated  in  the  face  of  current  needs — are  too 
often  used  up  in  periods  of  sickness  or  unemployment. 

Voluntary  group  arrangements  can  usefully  supplement  basic  social 
security  measures.  But  in  themselves,  they  can  bring  security  only 
to  economically  favored  groups.  The  recent  growth  of  private  pen- 
sion and  welfare  plans  in  industry  is  evidence  of  the  importance  which 
American  workers  and  employers  attach  to  the  security  that  resultg 
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from  protection  against  complete  loss  of  income  when  earnings  are 
interrupted  or  cease.  Such  plans  will  assure  many  workers  a  higher 
total  retirement  income  than  that  provided  by  old-age  and  survivors 
insurance  alone,  as  well  as  benefits  not  now  included  in  the  public 
program.  But  these  plans  cover  primarily  workers  in  large  plants 
and  financially  strong  companies,  and  the  pensions  are  in  most  plans 
payable  only  to  persons  who  have  been  with  the  same  employer  for 
15,  20,  or  even  30  years.  Private  plans  can  be  increasingly  effective 
only  if  they  can  build  upon  an  adequate  public  social  insurance  sys- 
tem, which  covers  workers  in  small  establishments  as  well  as  large, 
persons  in  business  for  themselves  as  well  as  those  who  work  for 
others,  persons  who  move  from  one  job  to  another,  as  well  as  those 
who  find  their  opportunities  with  a  single  employer. 

A  comprehensive  contributory  social  insurance  program  with  broad 
coverage  would  assure  to  all  or  almost  all  individuals  and  families  a 
basic  continuing  income  if  earnings  are  cut  off  by  unemployment, 
sickness,  disability,  retirement,  or  death  of  the  breadwinner,  and 
would  guarantee  that  there  would  be  no  financial  barrier  to  needed 
medical  services.  It  would  still  need  to  be  supplemented  by  public 
assistance  for  those  who  because  of  special  circumstances  fail  to  qual- 
ify for  insurance  benefits  or  require  additional  help.  Such  a  program 
would  bring  a  new  independence  to  individuals  and  families  and  a 
new  strength  and  stability  to  our  economy. 

We  have  the  substantial  beginnings  of  such  a  program.  The 
amendments  of  1950  have  greatly  strengthened  and  improved  it.  But 
we  have  still  an  important  task  ahead  of  us  to  achieve  a  balanced 
program,  shaped  by  the  needs  of  all  members  of  the  community  and 
strong  enough  to  provide  maximum  support  to  our  economy. 

WELFARE  SERVICES 

Certain  services,  it  is  generally  agreed,  should  be  available  to 
everyone  in  a  democratic  society  and  can  most  effectively  be  provided 
by  the  community.  Increasing  productivity  has  made  possible,  and 
increasing  scientific  knowledge  has  pointed  the  need  for,  an  expansion 
of  health  and  welfare  services  for  individuals.  The  availability  of 
maternal  and  child  health  services  has  done  much,  and  can  do  still 
more,  to  reduce  the  number  of  maternal  and  infant  deaths  and  to 
start  millions  of  children  on  the  way  toward  healthful  living.  The 
promotion  of  services  for  crippled  and  handicapped  children  has  made 
parents  and  communities  aware  of  what  can  and  should  be  done  for 
such  children,  and  helped  provide  the  means  for  doing  it.  Child 
welfare  services  have  come  to  the  rescue  of  children  neglected  or 
abandoned  by  their  families,  and  have  provided  for  others  guidance 
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and  help  in  adjusting  to  the  complexities  of  modern  life.  Thus  far, 
we  have  concentrated  our  attention  and  efforts  on  welfare  services  for 
children.  We  are  coming  to  realize  the  values  of  constructive  com- 
munity welfare  services  for  adults  and  for  families  as  a  whole. 

Social  Security  at  the  Midcentury 

OPERATION  OF  THE  PROGRAM  IN  1950 

The  chapters  which  follow  report  in  more  detail  on  the  administra- 
tion of  the  social  security  programs  during  the  fiscal  year  1950,  on 
what  may  be  expected  as  a  result  of  the  1950  amendments,  and  on  some 
of  the  additional  changes  which  will  be  needed  if  the  programs  are  to 
fulfill  their  purposes  more  adequately.  A  brief  summary  of  where 
the  social  security  programs  as  a  whole  stood  at  the  end  of  the  fiscal 
year  will  point  up  the  problems  which  are  still  ahead. 

At  the  end  of  June  1950,  almost  3  million  persons  were  receiving 
monthly  benefits  under  the  national  old-age  and  survivors  insurance 
program.  The  monthly  value  of  these  benefits  was  about  $60  mil- 
lion. Most  of  the  beneficiaries — 2.1  million — were  aged  65  or  over. 
The  program  was  thus  channeling  income  to  about  18  percent  of  the 
11.6  million  aged  persons  in  the  population  or  26  percent  of  the  8 
million  who  for  a  variety  of  reasons  could  not  count  on  employment 
as  a  major  source  of  current  income.  Regular  benefits  under  one  or 
another  of  the  special  programs  for  railroad  and  government  work- 
ers and  for  veterans  were  supporting  another  million  aged  persons. 

Some  2.8  million  persons  were  receiving  old-age  assistance.  Most 
of  them  were  persons  who  had  missed  out  on  the  protections  of  the 
insurance  program — those  who  had  worked  in  noncovered  employ- 
ment, men  who  had  already  been  disabled  or  retired  and  their  wives, 
and  widows  whose  husbands  had  died  too  soon  to  earn  insured  status 
after  the  program  went  into  effect. 

The  insurance  program  has  already  taken  over  the  major  role  in 
providing  income  for  orphans  and  their  widowed  mothers.  About 
630,000  orphans  (with  one  or  both  parents  dead)  were  receiving  bene- 
fits under  old-age  and  survivors  insurance  in  June  1950.  The  assist- 
ance program  was  helping  support  about  470,000  such  orphans  in  the 
same  month. 

As  old-age  and  survivors  insurance  has  taken  over  the  support 
of  a  larger  proportion  of  orphans,  aid  to  dependent  children  has  come 
increasingly  to  serve  the  needs  of  other  children.  Of  the  1.7  million 
children  in  the  654,000  families  receiving  such  aid  in  June  1950,  not 
quite  three-tenths  were  in  need  of  help  because  of  the  death  of  a 
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parent.  Nearly  one-fourth  were  in  need  because  of  the  disability  of 
the  father.  Koughly  one-half  were  children  whose  fathers  were  es- 
tranged from  the  mother  or  absent  for  other  reasons. 

There  is  in  this  country  no  generally  available  and  systematic  pro- 
vision for  income  maintenance  or  for  the  medical  care  needs  of  sick 
and  disabled  persons  except  when  the  disability  is  work-connected. 
The  railroad  social  insurance  system  pays  cash  insurance  benefits  for 
both  temporary  sickness  and  permanent  disability.  Some  26,600 
individuals  were  receiving  sickness  and  maternity  benefits  under  this 
program  in  an  average  2-week  registration  period  in  June  1950.  About 
76,000  former  railroad  workers,  almost  half  of  them  past  65  years  of 
age,  were  receiving  disability  benefits.  Also,  about  75,000  former 
Federal,  State,  or  local  government  employees  were  receiving  dis- 
ability benefits  under  their  special  retirement  systems.  Approxi- 
mately 32,800  persons  were  receiving  cash  sickness  benefits  under  the 
temporary  disability  programs  of  Rhode  Island,  California,  and  New 
Jersey. 

One  special  group,  the  blind,  could  receive  assistance  under  the  Fed- 
eral-State program  of  aid  to  the  blind,  if  they  were  in  need.  In  June 
1950,  77,000  blind  persons  were  receiving  such  aid.  And  undoubtedly 
a  considerable  proportion  of  the  526,000  cases  receiving  support  under 
the  State  and  local  general  assistance  programs  included  disabled  per- 
sons. The  general  assistance  program  was  also  the  only  recourse  of 
many  individuals  and  families  in  need  for  other  reasons — persons  not 
yet  65  but  unable  to  find  jobs,  marginal  workers,  families  with  special 
needs. 

The  value  of  the  unemployment  insurance  program  both  to  indi- 
viduals and  families  and  to  the  functioning  of  the  economy  was  again 
demonstrated,  as  the  mild  recession  of  late  1948  and  early  1949  was 
reflected  in  the  operations  of  that  program  during  the  fiscal  year 
1950.  Both  initial  and  continued  claims  for  unemployment  benefits 
rose  during  the  autumn  to  reach  all-time  highs  in  January,  but  had 
dropped  sharply  by  June  1950.  Over  the  year,  benefits  totaling  $1.9 
billion  were  paid  to  7.0  million  workers  in  partial  compensation  for 
the  wages  lost  during  91.4  million  weeks  of  unemployment. 

As  the  number  of  children  in  our  population  continued  to  grow, 
the  need  for  certain  services  to  promote  their  health  and  welfare  be- 
came more  urgent.  Health  and  welfare  services  were  expanded  dur- 
ing 1950  to  reach  more  mothers  and  children  than  ever  before. 

Federal  credit  unions  continued  to  grow  during  the  year  in  num- 
bers and  in  total  assets,  reflecting  both  generally  high  employment 
and  increasing  interest  in  this  type  of  cooperative  thrift  and  credit 
program. 
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PROGRAM  ADMINISTRATION  IN  1950 

To  administer  tlie  programs  for  which  it  has  responsibility,  the 
Social  Security  Administration  had  in  June  1950  a  staff  of  11,899 — 
5,369  in  the  departmental  and  6,530  in  the  field,  area,  and  regional 
offices. 

Throughout  the  year,  regular  work  of  the  Bureaus  of  Old- Age  and 
Survivors  Insurance  and  Public  Assistance,  and  the  Children's  Bureau, 
as  well  as  the  Office  of  the  Commissioner,  was  readjusted  and  deferred 
in  order  to  devote  time  to  meeting  the  requests  for  information  and 
analyses  from  the  House  and  Senate  committees  that  were  actively 
considering  important  modifications  of  the  social  security  program. 
Toward  the  end  of  the  year,  intensive  planning  was  under  way  to  pre- 
pare for  carrying  into  operation  the  amendments  to  the  Social  Security 
Act  which  had  passed  the  House  as  H.  K.  6000  in  October  1919  and 
later  passed  the  Senate  and  became  law  on  August  28,  as  Public  Law 
734. 

Several  interbureau  working  groups  were  appointed  to  explore  and 
prepare  documents  on  common  or  related  program  matters.  Other 
interbureau  working  groups  reviewed  the  existing  procedures  for 
preparing  the  fiscal  budget  and  the  detailed  work  or  operating  plan. 
Some  adjustments  were  made  in  the  work-planning  process  to  make 
it  consistent  with  the  Management  Improvement  Program  require- 
ments issued  by  the  Bureau  of  the  Budget.  An  interbureau  working 
group  on  aging  was  active,  and  the  Social  Security  Administration 
contributed  staff  and  documents  toward  the  planning  for  the  National 
Conference  on  Aging  called  by  the  Federal  Security  Administrator 
and  held  in  Washington  on  August  13-15,  1950. 

The  Social  Security  Administration  continued  to  participate  in  the 
increasingly  important  and  numerous  international  activities  of  the 
Government.  It  provided  services  and  information  to  more  than 
700  visiting  officials  from  foreign  countries.  It  continued  to  play  a 
major  part  in  the  Fellowship  Program  under  the  Social  Welfare  Ad- 
visory Services  of  the  United  Nations.  Almost  40  United  Nations 
Fellows  received  their  orientation  to  the  United  States  and  carried  out 
programs  of  training  planned  by  the  Social  Security  Administration 
and  its  constituent  bureaus.  The  program  of  scientific  and  cultural 
cooperation,  established  by  Congress  in  1948,  brought  a  total  of  14 
trainees  to  the  units  of  the  Social  Security  Administration  from  the 
other  American  republics.  The  Economic  Cooperation  Administra- 
tion found  it  profitable  to  have  almost  a  hundred  individuals  attached 
to  teams  visiting  the  United  States  receive  an  understanding  of  the 
social  security  program  here. 

Officials  and  staff  members  of  the  Social  Security  Administration 
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continue  to  participate  as  Government  representatives  and  experts  on 
the  various  commissions  and  governing  boards  of  international  organ- 
izations in  the  field  of  social  security.  The  Commissioner  for  Social 
Security  is  the  United  States  Member  of  the  Social  Commission  of  the 
United  Nations  and  serves  on  the  International  Labor  Organization's 
Committee  of  Social  Security  Experts.  Staff  members  of  the  Ad- 
ministration serve  on  a  number  of  interagency  committees  dealing 
with  international  social  policy. 

The  Road  Ahead 

CONGRESSIONAL  ACTION  IN  1950 

The  legislative  action  taken  by  the  Congress  in  1950  reaffirmed  the 
established  place  of  social  security  in  American  life  and  pointed  the 
way  toward  a  further  expansion  and  strengthening  of  the  program 
in  the  future. 

The  changes  in  the  old-age  and  survivors  insurance  benefit  amounts 
made  by  the  1950  amendments  will  restore  the  beneficiaries  to  a  posi- 
tion relatively  as  favorable  as  in  1940,  before  rising  prices  nearly 
halved  the  value  of  the  insurance  benefits.  So  long  as  prices  remain 
fairly  stable,  the  benefits  will  provide  basic  security  to  increasing 
millions  of  aged  persons  and  an  increasing  proportion  of  orphans 
and  their  mothers.  The  amendments  will  make  it  possible  for  a  sub- 
stantial number  of  persons  now  approaching  or  beyond  age  65  to 
qualify  for  insurance  benefits  either  immediately  or  within  a  very 
short  time.  Undoubtedly  these  changes  Avill  help  reduce  the  number 
of  aged  persons  who  must  rely  on  old-age  assistance  for  support. 

The  future  effectiveness  of  the  old-age  and  survivors  insurance  pro- 
gram has  been  increased  by  the  extension  of  coverage  to  many  urban 
self-employed,  to  many  agricultural  and  domestic  workers,  and  to  other 
groups.  Many  of  those  who  will  still  remain  outside  the  program, 
however,  are  most  in  need  of  coverage.  Old-age  and  survivors  insur- 
ance cannot  do  the  full  job  for  which  it  is  designed  so  long  as  any  large 
number  of  persons  reach  retirement  age  or  die  without  having  had  an 
opportunity  to  acquire  insurance  rights. 

The  1950  amendments  also  make  a  beginning — though  only  a  be- 
ginning— toward  correcting  one  of  the  major  weaknesses  in  our  social 
security  program — the  lack  of  adequate  provision  for  the  disabled. 
The  Social  Security  Administration  believes  that  for  the  disabled, 
as  for  the  aged,  contributory  social  insurance  should  provide  the  basic 
protection.  The  bill  as  adopted  by  the  House  of  Representatives  in 
October  1949  failed  to  provide  temporary  disability  insurance,  but 
for  the  long-term  disabled,  as  for  the  aged,  it  did  provide  both  insur- 

914597—51 3 


10  Annual  Report,  Federal  Security  Agency,  1950 

ance  and  public  assistance.  The  final  action  establishing  only  a  new 
program  of  Federal  grants  for  assistance  to  needy  persons  per- 
manently and  totally  disabled  will  bring  immediate  relief  to  many 
individuals  and  families.  It  will  also  help  the  States  with  a  part  of 
the  load  they  are  now  carrying  under  general  assistance.  But  it  does 
not  provide  that  comprehensive  assurance  against  loss  of  income  in 
case  of  sickness  or  disablement  which  workers  should  have. 

In  addition  to  the  new  disability  assistance  program,  the  1950 
amendments  will  strengthen  public  assistance  in  several  other  ways. 
Particularly  important  is  the  increased  Federal  aid  which  will  become 
available  for  aid  to  dependent  children  through  recognition  of  the 
needs  of  the  parent  or  relative  who  is  caring  for  the  child. 

The  increases  in  the  amounts  of  Federal  funds  authorized  for  ex- 
penditure under  the  maternal  and  child  health,  crippled  children,  and 
child  welfare  programs  will  make  possible  a  significant  extension  of 
such  services. 

The  amendments  also  provide  for  extending  old-age  and  survivors 
insurance  and  Federal  aid  for  public  assistance  to  Puerto  Rico  and 
the  Virgin  Islands.  These  programs  can  make  an  important  con- 
tribution to  the  well-being  of  our  citizens  in  these  islands. 

TOWARD  THE  FUTURE 

Far  reaching  and  important  as  these  changes  are,  they  point  even 
more  surely  forward.  The  Congress  recognized  that,  in  adopting 
the  amendments  of  1950,  it  had  taken  only  the  immediate  and  most 
necessary  steps.  The  importance  of  further  action  was  pointed  up  by 
the  Senate  resolution  adopted  simultaneously  with  the  passage  of  H.  R. 
6000  and  directing  the  Finance  Committee  to  study  a  number  of  the 
problems  left  unsolved  by  the  1950  amendments. 

The  discussions  and  debate  on  the  amendments  gave  evidence  of  a 
growing  conviction  that  contributory  social  insurance  must  remain 
the  foundation  of  social  security  in  this  country.  A  contributory 
social  insurance  system  is  particularly  suited  to  the  special  qualities 
and  values  of  our  economic  and  political  system.  In  a  low-level 
economy,  where  there  is  hardly  enough  to  go  around,  the  only  effective 
approach  to  social  security  may  be  to  provide  assistance — in  cash  or  in 
kind — to  the  most  destitute  individuals.  This  country  is  not  in  such 
circumstances.  Another  approach  to  social  security  that  has  been 
adopted  in  some  countries  is  the  flat  uniform-pension  payment.  The 
differentials  in  wages  are  generally  much  smaller  in  these  countries 
than  in  the  United  States.  The  dilemma  facing  those  who  advocate  a 
flat-pension  approach  for  this  comitry  is  to  find  a  single  amount  that 
will  be  appropriate  everywhere  and  for  all  groups,  and  that  will  not  be 
much  too  costly. 
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Under  our  American  pattern  for  a  contributory  social  insurance 
system,  contributions  and  benefits  are  both  related  to  the  individual's 
own  wages.  The  proportion  of  the  wage  loss  which  is  to  be  compen- 
sated can  be  reasonably  and  fairly  determined  in  advance.  For  social 
reasons,  a  larger  proportion  of  the  wage  loss  is  paid  to  a  low-wage  than 
to  a  high-wage  worker,  but  there  is  still  an  important  difference  in 
benefit  amounts.  The  contributory  social  insurance  system  thus  main- 
tains an  incentive  for  the  individual  to  develop  his  capacities  and 
increase  his  own  productivity  and  that  of  the  country.  Because  the 
insurance  benefits  are  paid  regardless  of  need,  he  is  also  encouraged 
to  build  additional  security  for  himself  and  his  family  through  in- 
dividual savings  and  individual  initiative. 

When  the  Social  Security  Act  was  passed,  it  was  expected  that  the 
old-age  insurance  program  would  before  many  years  take  over  from 
old-age  assistance  the  main  burden  of  supporting  the  aged.  That  this 
has  not  yet  occurred  is  due  to  various  circumstances.  The  coverage 
of  old-age  and  survivors  insurance  has  been  limited.  Every  year,  so 
long  as  coverage  remains  limited,  and  for  some  years  after  complete 
coverage  is  achieved,  another  large  group  of  persons  will  reach  retire- 
ment age  without  being  entitled  to  insurance  benefits.  Those  without 
adequate  resources  of  their  own  will  have  to  turn  to  old-age  assistance. 
Since  the  average  life  expectancy  at  age  65  is  now  ISi/o  years,  the 
old-age  assistance  rolls  will  remain  high  for  many  years  even  though 
the  number  of  persons  coming  on  the  assistance  rolls  in  the  future 
drops  sharply. 

Another  reason  why  old-age  insurance  has  not  taken  over  more  of  the 
assistance  load  in  the  10  years  since  1940  has  been  the  growing  dis- 
parity between  the  level  of  payments  under  the  two  programs.  In 
States  where  adequate  funds  were  available,  public  assistance  pay- 
ments reflected  with  little  delay  rising  prices  and  the  need  of  families 
for  more  dollars.  Furthermore,  standards  of  assistance  have  risen. 
During  these  same  years,  the  insurance  benefits  remained  at  levels 
which  would  have  provided  only  minimum  security  even  at  1939 
prices.  Under  the  1950  amendments,  fewer  insurance  beneficiaries 
should  now  need  supplementation  of  their  resources. 

Another  factor  which  has  kept  aged  persons  from  benefiting  from 
old-age  and  survivors  insurance  is  the  lack  of  protection  of  the  insur- 
ance status  of  disabled  individuals.  Unless  provision  is  made  in  the 
insurance  program  for  persons  who  are  permanently  disabled  before 
age  65,  there  will  continue  to  be  a  large  group  who  cannot  qualify  for 
benefits  when  they  reach  65  because  they  have  been  kept  out  of  employ- 
ment by  disability.  It  is,  of  course,  fully  as  essential  that  such  per- 
sons have  an  assured  source  of  income  before  as  after  age  65.    And 
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if  protection  against  disability  is  to  be  comprehensive  and  adequate, 
it  should  extend  also  to  those  who  are  temporarily  sick  and  unable 
to  work.  The  Social  Security  Administration  again  recommends 
extension  of  the  Nation's  social  insurance  program  to  cover  the  risks 
of  both  temporary  and  permanent  disability. 

The  other  large  gap  which  remains  in  our  social  security  program 
is  our  failure  to  assure  that  costs  do  not  interpose  a  barrier  between 
individuals  and  the  preventive  and  curative  medical  care  which  they 
need.  Health  insurance  is  essential  if  we  are  to  achieve  comprehen- 
sive social  security  for  our  population.  Although  disagreements 
over  the  ways  and  means  of  health  insurance  continue,  there  is  wide- 
spread and  growing  agreement  on  the  need  for  insurance  against  the 
costs  of  medical  services.  While  voluntary  insurance  has  achieved 
considerable  coverage,  it  offers  only  limited  protection,  mainly  to 
middle-income  groups  in  the  larger  urban  areas,  and  cannot  effectively 
meet  the  needs  of  the  entire  population.  All  recent  bills  introduced 
in  Congress  that  avoid  the  compulsory  social  insurance  method  provide 
in  one  way  or  another  for  public  subsidies  to  voluntary  insurance. 
However,  publicly  subsidized  voluntary  insurance  would  be  more 
costly,  much  more  complicated,  and  less  effective  than  national  con- 
tributory social  insurance  administered  on  a  decentralized  basis  and  as 
part  of  a  comprehensive  social  insurance  program. 

A  comprehensive  and  more  adequate  contributory  social  insurance 
program  will  reduce,  but  it  will  not  eliminate,  the  need  for  public 
assistance.  There  will  always  remain  individuals  and  families  whose 
special  circumstances  call  for  special  help.  It  may  be  possible,  at 
some  later  time  when  social  insurance  has  been  made  adequate,  for 
the  Federal  Government  to  step  out  of  the  field  of  public  assistance 
and  leave  the  entire  responsiibility  for  this  field  to  the  States  and 
localities.  That  time  has  clearly  not  yet  come.  Whatever  steps  we 
take,  now  and  in  the  future,  to  reduce  the  size  of  the  public  assistance 
program,  we  should  increase  its  ability  to  meet  satisfactorily  the 
residual  demands  that  are  made  upon  it. 

WE  CAN  AFFORD  SOCIAL  SECURITY 

World-wide  developments  require  that  we  look  more  closely  at  the 
potential  cost  of  all  our  national  undertakings.  We  have  had  to 
commit  a  substantial  share  of  our  current  and  future  output  to  na- 
tional defense.  We  want  to  commit  a  share  of  our  wealth  to  helping 
the  free  countries  of  the  world  in  their  efforts  to  repair  the  ravages 
of  war  and  raise  their  living  standards.  Can  we  then  afford  social 
security  at  home? 

More  than  ever  we  cannot  afford  not  to  have  social  security  for  our 


Social   Security  Administration  13 

own  people.  In  one  way  or  another  tlie  old  people,  the  children,  the 
sick  and  disabled  must  share  in  what  we  prodnice  and  have.  The 
only  qnestion  is  whether  their  needs  are  to  be  met  meagerly  and  hap- 
hazardly or  by  an  orderly  and  assured  method  which  provides  for 
them  as  full  members  of  the  community.  More  than  ever,  in  the 
present  world  situation,  we  cannot  afford  the  consequences  of  poverty, 
of  poor  health,  of  insecurity  and  the  resulting  lowered  morale  and 
lowered  productivity  for  individuals  and  for  the  community. 

Most  people  would  agree  that  current  social  security  costs  are 
within  our  means.  Fear  of  the  burden  of  social  security  arises  pri- 
marily from  estimates  of  future  costs. 

The  cost  of  insurance  progi'ams  which  provide  current  rather  than 
deferred  benefits  is  about  the  same  percent  of  payrolls  or  of  national 
income  after  the  system  has  been  in  operation  many  years  as  in  the 
first  years  of  full  operation.  Temporary  disability  insurance,  unem- 
ployment insurance,  and  health  insurance  will  not  show  increasing- 
costs,  in  relation  to  national  income,  except  to  the  extent  that  later 
generations  decide  to  improve  the  adequacy  of  the  benefits  provided 
under  those  programs  relative  to  then-current  wages. 

On  the  other  hand,  the  costs  of  old-age  insurance  will  rise  in  the 
future  even  assuming  no  change  in  the  provisions  of  the  program 
or  in  price  and  income  levels.  They  will  rise,  first,  because  as  the 
program  matures,  relatively  more  of  the  people  who  reach  retirement 
age  will  qualify  for  insurance  benefits.  Any  steps  which  are  taken 
to  bring  all  or  many  of  those  ^vho  are  now  aged  under  the  insurance 
program  immediately  will,  of  course,  reduce  future  increases  in  cost 
resulting  from  this  factor.  In  any  case,  what  we  must  look  to  is  not 
the  cost  of  old-age  insurance  alone,  but  the  cost  of  old-age  insurance 
and  old-age  assistance  together.  As  the  former  takes  over  more  of 
the  burden,  the  costs  of  the  latter  may  be  expected  to  decrease. 

A  second  reason  that  the  costs  of  old-age  insurance  will  increase 
in  the  future  is  that  the  number  and  proportion  of  older  people  in 
the  population  is  increasing.  Consequently  the  amount  and  pro- 
portion of  the  national  income  going  to  older  people  as  a  group 
should  also  increase. 

Most  estimates  of  the  future  cost  of  old-age  insurance  have  assumed 
that  the  proportion  of  people  retiring  at  given  ages  wdll  be  about  the 
same  in  the  future  as  it  has  been  in  the  recent  past.  But  we  are 
coming  to  realize  that  it  is  to  the  advantage  of  the  individuals  them- 
selves and  of  the  Nation  if  older  people  continue  in  productive  em- 
ployment as  long  as  they  are  able  to  do  so.  Insofar  as  we  make  it 
possible  for  more  older  people  to  continue  working,  present  estimates 
of  the  cost  of  old-age  insurance  will  prove  to  be  too  high  both 
absolutely  and  relatively. 
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The  factor  that  is  most  often  neglected  in  discussions  of  future 
costs  is  the  future  size  of  our  national  income,  as  well  as  our  population. 
Both  are  still  growing.  But  our  productivity  is  growing  faster  than 
our  population.  Conservative  estimates  assume  that  national  income 
will  continue  to  increase  at  a  rate  of  at  least  3  percent  a  year,  1  percent 
representing  labor-force  growth  and  2  percent,  increasing  produc- 
tivity. On  this  assumption,  we  would  in  1980  be  concerned  with  the 
distribution  of  a  national  income  of  $450  to  $500  billion  (at  fiscal  year 
1950  price  levels)  compared  with  our  1950  national  income  of  $217 
billion.    Social  security  costs  should  be  viewed  in  that  perspective. 

THE  RETURN  ON  THE  SOCIAL  SECURITY  INVESTMENT 

We  cannot,  of  course,  evaluate  social  security  only  in  terms  of  its  out- 
of-pocket  cost.  The  real  cost,  in  economic  terms,  can  be  determined 
only  after  consideration  of  its  impact  on  the  levels  of  production  and 
consumption  and  on  the  structure  of  the  economy.  Expenditures  for 
social  security  do  not  represent  a  destruction  of  a  certain  portion  of 
the  national  product.  They  represent  a  more  orderly,  effective,  and 
equitable  method  for  enabling  individuals  to  pay  for  those  essentials 
of  life  that  would  have  to  be  paid  for  in  any  event. 

Social  security  measures  help  to  sustain  and  tp  stabilize  purchasing 
power.  Payments  which  are  made  to  those  who  have  no  other  source 
of  income,  or  to  compensate  in  part  for  loss  of  regular  income,  have 
an  importance  disproportionate  to  their  dollar  totals. 

The  confidence  and  security  which  the  existence  of  social  security 
measures  engenders  have  an  important  effect,  too,  on  the  productivity 
and  the  general  outlook  of  those  who  are  currently  earners.  A  com- 
prehensive social  security  program  with  broad  coverage  will  permit 
labor  mobility — an  essential  factor  in  maintaining  full  employment — 
and  will  help  counteract  and  prevent  rigidities  in  the  economic  system 
which  are  inevitable  under  separate  public  or  private  limited-coverage 
benefit  systems. 

The  expenditures  for  health  and  welfare  services  under  a  compre- 
hensive social  security  program  also  have  a  strategic  value  well  beyond 
their  dollar  amounts.  Such  services  represent,  in  general,  tlie  kinds 
of  help,  guidance,  or  dissemination  of  knowledge  that  cannot  be  pro- 
vided on  a  commercial  basis.  Yet  all  of  these  services  have  dollars- 
and-cents  as  well  as  human  values. 

Social  security  measures  are  particularly  important  because  of  the 
underpinning  they  provide  for  individual  freedoms.  Throughout 
history,  peoples  have  increased  their  wealth  and  built  civilizations 
only  as  they  ceased  to  be  isolated  individuals  or  tribes  and  became 
members  of  a  larger  society.    Our  world  is  more  highly  interdependent 
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than  ever  before.  It  offers  tremendous  potentialities  for  the  growth 
and  development  of  the  individual  human  being  and  of  the  human 
spirit.  But  if  those  potentialities  are  to  be  realized,  we  must  find  ways 
to  increase  the  occasions  for  exercise  of  individual  choice  and  indi- 
vidual responsibility  throughout  all  areas  of  life.  We  must  balance 
increasing  interdependence  with  the  weight  of  consciously  strength- 
ened individual  freedoms. 

It  is  not  without  reason  that  social  security  has  come  to  represent 
one  of  the  aspirations  and  goals  of  people  throughout  the  world.  For 
social  security  is  an  expression  of  the  individual's  desire  for  a  secure 
base  on  which  to  build  a  good  life  for  himself  and  his  family,  and 
his  desire  to  live  in  a  society  in  which  all  men  have  the  same  oppor- 
tunity. Because  of  this  combination  of  values,  social  security  has 
acquired  a  moral  force  which  can  provide  new  strength  while  it  gives 
new  substance  to  the  ideals  of  freedom  and  democracy. 

In  Summary 

We  have  a  soundly  established  social  security  program  in  this 
country.  The  Social  Security  Act  Amendments  of  1950  have 
strengthened  that  program  and  brought  increased  security  to  millions 
of  people.  But  so  long  as  there  remain  large  groups  and  major  eco- 
nomic risks  which  are  not  covered,  the  program  falls  short  of  fulfill- 
ing its  purpose. 

To  make  our  social  security  program  one  which  is  shaped  by  the 
needs  of  all  members  of  the  community,  which  provides  maximum 
support  to  our  free  enterprise  economy,  and  which  carries  out  our 
democratic  ideals  and  our  democratic  commitments,  the  Social  Se- 
curity Administration  presents  the  following  major  recommendations : 

A  comprehensive,  haste  national  system  of  contributor]/  social  in- 
surance should  remain  our  first  goal.  Social  insurance  provides  an 
orderly  and  equitable  method  of  assuring  continuing  incomes  to 
families  whose  earnings  are  interrupted  by  unemployment,  sickness, 
disability,  retirement,  or  death  of  the  breadwinner,  and  of  insuring 
against  the  costs  of  medical  care.  Because  the  cash  benefits  are  related 
to  individual  earnings  and  are  paid  without  regard  to  other  resources, 
social  insurance  encourages  and  gives  opportunity  for  individual 
initiative  and  individual  efforts  to  build  additional  security  above  the 
basic  security  it  provides.  A  national  system  of  social  insurance, 
which  can  and  should  be  administered  on  a  decentralized  basis,  is  the 
most  effective  and  the  most  economical  method  of  providing  basic 
protection  for  all  our  people. 

Complete  coverage  of  all  gainful  workers  is  necessary  if  the  program 
is  to  be  fully  effective.     Without  such  extension  of  coverage,  individ- 
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uals  and  families  who  could  help  provide  for  themselves  through 
social  insurance  will  have  no  recourse  but  public  assistance  when  their 
individual  savings  are  insufficient;  workers  who  move  from  job  to 
job  will  miss  out  on  the  protections  of  any  system;  and  complicated 
and  expensive  provisions  will  be  necessary  to  prevent  unwarranted 
duplication  of  benefits  to  others. 

Protection  against  income  loss  in  periods  of  sickness  and  disability 
can  and  should  be  provided  under  an  expanded  social  insurance  pro- 
gram. The  lack  of  any  general  and  systematic  method  of  assuring 
a  continuing  income  to  families  when  the  breadwinner  is  sick  or  dis- 
abled is  one  of  the  major  gaps  in  our  social  security  program.  Dis- 
ability insurance  should  be  so  designed  as  to  provide  the  maximum 
encouragement  and  support  for  the  rehabilitation  of  disabled  persons. 

Social  insurance  0)gainst  the  costs  of  medical  care  is  essential  if 
Ave  are  to  achieve  comprehensible  social  security  and  if  the  benefits  of 
modern  medicine  are  to  be  available  to  everyone.  Private  health 
insurance  has  achieved  considerable  coverage  in  recent  years,  but  it 
cannot  effectively  meet  the  needs  of  all  the  people.  Publicly  subsidized 
private  insurance  would  be  costly,  complicated,  and  only  partially 
effective.  Government  health  insurance  administered  on  a  decentral- 
ized basis  as  part  of  a  national  contributor^^  social  insurance  system 
offers  the  most  adequate  and  economical  method  of  guaranteeing  that 
there  will  be  no  financial  barriers  to  needed  medical  care. 

A  pnhlic  assistance  program  able  to  meet  satisfactorily  all  the 
residual  and  special  needs  that  cannot  be  covered  by  insurance  is  an 
essential  part  of  the  social  security  program.  To  enable  public  as- 
sistance to  play  its  part  more  effectively,  the  major  improvements 
which  are  needed  are :  Federal  grants  for  general  assistance  for  needy 
persons  ineligible  under  the  categories ;  increased  and  separate  Federal 
funds  to  match  payments  for  medical  care;  Federal  sharing  in  the 
costs  of  family  welfare  services;  and  relatively  more  substantial 
Federal  sharing  of  public  assistance  costs  to  States  with  low  per 
capita  income. 

Health  and  welfare  services  for  children  and  research  in  child  life 
need  to  be  expanded  so  that,  when  public  and  private  resources  are 
considered  together,  such  services — guided  by  increasing  knowledge 
and  understanding — may  become  available  to  all  children  in  all  parts 
of  the  country. 

A  strong  credit  u/aion  program  will  make  it  possible  for  more  families 
to  help  themselves  towards  increased  security.  Further  consideration 
should  be  given  to  the  establishment  of  central  discount  facilities  for 
credit  unions. 
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Old- Age  and  Survivors  Insurance 

Fifteen  years  after  the  signing  of  the  original  Social  Security  Act, 
the  President  approved  the  amendments  of  1950,  embodying  a  com- 
prehensive expansion  and  revision  of  the  old-age  and  survivors  in- 
surance program.  Public  Law  734  marked  the  culmination  of  more 
than  5  years  of  congressional  study  and  consideration  of  the  Social 
Security  Administration's  recommendations  for  extending  and  im- 
proving the  program.  Starting  with  the  Ways  and  Means  Com- 
mittee staff  study  in  1945  and  the  deliberations  of  the  Advisory 
Council  to  the  Senate  Committee  on  Finance  in  1948,  congressional 
consideration  of  program  changes  came  to  a  head  with  extensive  com- 
mittee hearings  in  the  House  of  Representatives  in  1949  and  Senate 
consideration  in  1950.  The  far-reaching  changes  embodied  in  Public 
Law  734  represent  a  reaffirmation  of  congressional  intent  to  retain 
and  build  upon  contributory  social  insurance  as  the  basic  institution 
for  providing  social  security  to  the  Nation's  workers. 

The  amendments  of  1950  provide  significant  advances  in  terms  of 
coverage  extension,  benefit  increases,  new  categories  of  benefits,  and 
numerous  technical  improvements.  In  the  past  decade  and  a  half,  the 
people  of  the  United  States  have  come  to  recognize  social  insurance 
as  a  basic  American  institution  and  to  urge  that  it  be  strengthened  so 
that  it  may  better  fulfill  its  function  in  our  economy. 

THE  NATURE  OF  THE  PROGRAM 

Under  old-age  and  survivors  insurance,  gainfully  employed  persons 
contribute  toward  providing  income  for  themselves  and  their  fam- 
ilies when  their  usual  income  from  work  is  cut  off  on  account  of  old 
age  or  death.  Through  contributions  based  on  wages  and  earnings 
from  self-employment,  they  establish  rights  to  future  benefits  related 
to  their  earnings  loss. 

As  in  private  group  insurance,  the  contribution  rate  for  old-age 
and  survivors  insurance  is  the  same  for  all  wage  earners,  even  though 
differences  in  age  and  in  number  of  dependents  make  the  benefits 
more  valuable  to  some  than  to  others.  Similarly,  the  contribution 
rate  on  earnings  from  self-employment  is  the  same  for  all  self- 
employed  persons.  In  addition,  under  old-age  and  survivors  in- 
surance, benefits  are  weighted  in  favor  of  persons  with  relatively  low 
earnings  so  as  to  replace  a  larger  proportion  of  the  earnings  of  those 
most  dependent  upon  current  income  for  the  necessities  of  life. 

Old-age  insurance  benefits  are  not  intended  as  an  annuity  payable 
merely  because  an  individual  reaches  age  65,  but  are  intended  rather 
to  assure  a  regular  income  to  the  individual  when  he  retires.    If  that 
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part  of  the  Nation's  resources  which  is  available  for  social  security 
purposes  is  used  for  the  payment  of  benefits  to  all  at  age  65,  irrespective 
of  retirement,  it  will  be  more  burdensome  to  supply  adequate  benefits 
to  those  whose  earnings  have  stopped.  Therefore,  the  program  pro- 
vides for  the  suspension  of  benefits  in  months  in  which  beneficiaries 
have  substantial  employment.  The  1950  amendments  made  an  excep- 
tion to  this  rule  by  permitting  the  payment  of  benefits  to  those  aged 
75  or  over  without  a  test  of  retirement.  Elimination  of  the  retirement 
test  at  age  75  is  of  particular  value  to  those  self-employed  persons 
who  reduce  their  activity  with  advancing  age  but  continue  to  do 
substantial  work  until  death.  On  the  other  hand,  it  will  not  be  unduly 
expensive  to  pay  benefits  without  regard  to  earnings  to  persons  who 
have  reached  an  age  at  which  all  but  a  small  proportion  of  workers 
are  normally  retired.  The  Congress  may  wish  to  consider  whether 
the  age  at  which  the  test  of  retirement  is  suspended  should  be  70 
rather  than  75  if  all  self-employed  are  covered  under  the  program. 

EMPLOYMENT  OF  OLDER  WORKERS 

We  are  becoming  increasingly  aware  as  the  average  age  of  the  pop- 
ulation increases  that  the  Nation  cannot  afford  to  lose  the  produc- 
tivity of  all,  or  even  a  large  proportion,  of  its  able-bodied  people  past 
age  65.  At  the  turn  of  the  century,  only  one  out  of  every  25  persons 
in  the  United  States  was  65  years  of  age  or  older ;  today  this  propor- 
tion is  one  in  every  13,  and  by  1975  it  may  be  one  in  9.  The  ratio  of 
persons  aged  65  and  over  to  those  20-64  has  increased  from  one  to  13 
in  1900  to  one  to  8  today,  and  it  will  continue  to  rise.  These  facts 
serve  to  underline  the  importance  of  conserving  the  productive  capaci- 
ties of  older  people  in  order  to  provide  the  goods  and  services  needed 
to  maintain  and  improve  the  Nation's  level  of  living. 

Furthermore,  medical  science  has  impressed  on  us  the  fact  that 
sudden  retirement  may  be  detrimental  to  the  worker,  both  physically 
and  psychologically.  Most  workers  today  are  anxious  to  remain 
active  as  long  as  they  can.  Society  has  begun  to  seek  ways  in  which 
to  improve  the  opportunities  of  older  workers  to  retain  an  active  place 
in  the  labor  force  or  otherwise  to  participate  in  useful  activity.  This 
is  a  constructive  and  encouraging  recognition  of  the  material  and 
spiritual  resources  of  this  segment  of  our  population. 

Retirement  policy,  present  and  future,  will  have  a  direct  effect  on  the 
scope  and  adequacy  of  the  benefits  that  can  be  paid  under  the  insur- 
ance program.  Adequate  provision  for  retired  persons  will  be  pro- 
moted if  as  a  Nation  we  succeed  in  using  our  labor  resources  to  the 
fullest  extent  consistent  with  individual  welfare.  Future  planning 
for  the  income  security  of  older  people  should  include  plans  which  will 
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permit  the  use  of  their  services  in  productive  work.  Jobs  within  the 
capacity  of  older  workers  should  be  available  to  them,  and  planning 
for  the  future  should  be  based  on  the  philosophy  that  people  are  not 
superannuated  at  any  given  chronological  age. 

Improving  the  Program 

Even  though  extensive,  the  amendments  adopted  in  1950  leave  un- 
solved a  number  of  major  problems.  In  some  areas,  specific  recom- 
mendations must  await  experience  with  the  operation  of  the  amended 
law.  In  other  areas  it  is  already  clear  what  problems  will  arise,  and 
further  measures  can  be  recommended  to  make  the  program  more 
nearly  adequate  and  effective. 

CASH  BENEFITS  FOR  DISABILITY 

Equal  in  significance  to  the  need  for  providing  employment  for 
able-bodied  older  workers  is  the  need  for  returning  to  employment 
workers  who  have  become  disabled  and  for  protecting  disabled 
workers  against  part  of  their  income  loss.  The  need  is  most  pressing 
for  those  who  are  prematurely  retired  because  of  permanent  and  total 
disability.  Today,  of  the  persons  who  normally  would  be  in  the  labor 
market,  one  out  of  every  25  below  retirement  age  has  been  disabled  for 
more  than  6  months ;  tomorrow,  with  a  greater  proportion  of  people 
in  the  50-65  age  group,  the  ratio  may  well  be  considerably  higher. 
One-third  or  more  of  all  present  relief  and  assistance  costs  are  at- 
tributable to  disability,  and  the  burden  is  increasing.  It  is  imperative 
that  some  orderly  means  of  meeting  these  costs  be  adopted. 

Somewhat  paradoxically,  increasing  longevity  has  not  necessarily 
meant  less  disabiUty.  Modern  medicine  in  its  miraculous  success  with 
infectious  and  acute  diseases  has  made  it  possible  for  a  much  larger 
number  of  persons  to  live  to  the  ages  which  are  characteristically 
subject  to  chronic  disease.  Medicine,  however,  has  not  yet  conquered 
many  of  the  disabling  chronic  ailments  of  middle  age  and  later  life. 
As  more  people  live  to  older  ages,  so  there  are  more  people  who  suffer 
from  high  blood  pressure,  stroke,  kidney  disease,  cancer,  crippling 
arthritis,  failing  eyesight,  and  other  handicaps  associated  with  aging. 
There  is,  therefore,  considerable  reason  to  believe  that  the  number  of 
persons  with  disabilities  and  the  total  economic  losses  arising  from 
disability  are  increasing,  particularly  in  the  age  group  approaching 
65,  where  disability  is  most  likely  to  become  permanent.  For  such 
older  workers,  disability  is  in  effect  premature  retirement — retire- 
ment which  is  burdened  with  the  extra  costs  connected  with  illness. 

Planning  for  the  problem  of  disability  is  twofold.  First,  it  is  neces- 
sary to  rehabilitate  and  secure  employment  for  more  of  the  disabled 
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than  in  the  past  if  we  are  to  maintain  high  levels  of  production  and 
high  standards  of  living.  Second,  it  is  necessary  to  provide  for 
income  maintenance  for  those  who  cannot  be  rehabilitated,  in  the  sense 
of  being  returned  to  productive  employment,  and  for  those  who  even- 
tually do  get  jobs  during  the  often  long  period  in  which  they  cannot 
work. 

Many  very  seriously  disabled  individuals,  especially  in  younger  age 
groups,  can  be  fitted  for  work.  Numbers  of  blind  persons,  severely 
crippled  persons,  persons  with  very  serious  bodily  disorders,  even 
paraplegics,  have  proved  that  under  favorable  conditions  and  with 
proper  retraining  and  care  they  can  earn  substantial  incomes.  Social 
insurance  should  directly  aid  existing  rehabilitation  programs 
through  providing  funds  to  finance  the  rehabilitation  of  disabled 
insured  persons. 

Moreover,  a  system  of  disability  insurance  can  and  should  be  so 
designed  as  greatly  to  facilitate  the  rehabilitation  of  disabled  people 
by  providing  an  assured  income.  Administrators  of  State  rehabili- 
tation programs  have  found  that  successful  rehabilitation  depends 
on  the  hopeful  outlook  of  the  disabled  person.  The  driving  force 
toward  rehabilitation  is  not  the  threat  of  impoverishment — rather  it 
is  the  natural  desire  of  men  and  women  to  return  to  work,  to  overcome 
their  handicaps.  This  desire  is  least  likely  to  survive  when  the  dis- 
couragement and  fears  associated  with  pressing  economic  needs  are 
added  to  the  discouragement  that  usually  accompanies  disablement. 
The  Advisory  Council  on  Social  Security  to  the  Senate  Committee  on 
Finance  stated  the  advantages  of  disability  insurance  as  follows : 

The  Council  believes  that  the  permanently  and  totally  disabled  worker — as 
well  as  the  aged  worker  or  the  dependent  survivors  of  a  deceased  worker — 
should  not  be  required  to  reduce  himself  to  virtual  destitution  before  he  can 
become  eligible  for  benefits.  Certainly  there  is  as  great  a  need  to  protect  the 
resources,  the  self-reliance,  dignity,  and  self-respect  of  disabled  workers  as  of 
any  other  group.  The  protection  of  the  material  and  spiritual  resources  of  the 
disabled  workers  is  an  important  part  of  preserving  his  will  to  work  and  plays 
a  positive  role  in  his  rehabilitation.^ 

Vocational  rehabilitation  is  pertinent  to  only  part  of  the  disability 
problem.  The  majority  of  persons  whose  disabilities  are  so  serious  as 
to  be  considered  permanently  and  totally  disabling  have  little  prospect 
of  successful  rehabilitation.  This  is  particularly  true  for  older 
workers;  few  of  them  are  able  to  get  jobs,  even  when  they  have  suc- 
cessfully overcome  their  handicaps.  For  most  totally  disabled  work- 
ers over  50,  the  need  for  financial  assistance  continues  throughout 
life. 


Recommendations  for  Socidl  Security  Legislation,  80th  Cong.,  2d  sess.,  S.  Doc.  208. 
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A  worker  who  has  contributed  to  social  insurance  for  a  number  of 
years,  with  the  expectation  of  receiving  adequate  retirement  protec- 
tion, suffers  a  severe  handicap  under  the  present  program.  If  he  is 
permanently  and  totally  disabled  before  age  65,  no  benefits  are  payable 
until  he  reaches  retirement  age.  Even  if  he  survives  until  65,  his 
hopes  for  adequate  retirement  benefits  may  be  nullified  because  his 
period  of  disability  substantially  reduced  the  benefits  payable,  or  may 
even  have  wiped  out  the  right  to  benefits. 

A  permanent  and  total  disability  insurance  program  was  included 
in  H.  R.  6000  as  passed  by  the  House  of  Representatives.  These  pro- 
visions were  not  recommended  by  the  Senate  Finance  Conmiittee  or 
passed  by  the  Senate,  and  the  conference  committee  agreed  to  their 
omission.  However,  the  resolution  adopted  by  the  Senate  authorizing 
a  further  study  of  social  security  specifies  that  it  is  to  include  study 
of  "the  social  security  programs  in  relation  to  care,  income  mainte- 
nance, and  rehabilitation  of  disabled  workers." 

The  Administration  also  recommends  the  extension  of  the  Nation's 
social  insurance  program  to  cover  temporary  disability.  In  the  ab- 
sence of  Federal  legislation  for  insurance  against  temporary  disability, 
only  four  States  have  programs  in  operation.  Thus,  most  of  the 
Nation's  wage  earners  are  left  without  protection  against  income  loss 
during  illness.  If  the  development  of  temporary  disability  programs 
is  left  entirely  to  the  States,  it  may  be  many  years  before  all  or  even 
most  of  them  establish  adequate  plans.  It  would  seem  advisable, 
therefore,  that  the  Federal  Government  take  steps  to  ensure  that  all 
regular  wage  earners  have  insurance  protection  against  temporary 
disability. 

Insurance  protection  against  both  permanent  and  temporary  dis- 
ability, made  an  integral  part  of  old-age  and  survivors  insurance, 
would  have  many  advantages.  It  would  provide  workers  with  con- 
tinuing protection  as  long  as  they  are  disabled.  They  would  not  lose 
protection  by  changing  jobs  or  moving  from  one  State  to  another. 
Their  rights  to  retirement  and  survivor  benefits  would  be  preserved 
during  periods  of  permanent  and  total  disability.  Maximum  oper- 
ating efficiency,  uniformity,  consistency,  and  economy  would  be  ob- 
tained; there  would  be  no  overlapping  or  duplication  of  facilities. 
Working  relations  with  the  medical  profession,  with  State  rehabili- 
tation agencies,  and  with  various  groups  in  the  welfare  field  would  be 
clear-cut.  Finally  it  would  be  feasible  administratively  to  extend 
an  integrated  program  to  tlie  broadest  limits  consistent  with  national 
policy. 
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COVERAGE 

With  nearly  10  million  more  jobs  brought  under  the  program  by 
the  1950  amendments,  approximately  three-fourths  of  the  Nation's 
gainfully  employed  are  now  covered  by  old-age  and  survivors  insur- 
ance.    Almost  45  percent  (4.6  million)  of  all  individuals  who  work 


Chart  2. — COVERED   AND   NONCOVERED   EMPLOYMENT 

Extent    of    coverage    under    the    old-age    and    survivors    insurance    and    other    government 
retirement  systems  in  an  average  week  of  fiscal  year  1950 
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for  themselves  are  covered  for  the  first  time.  Slightly  more  than  40 
percent  of  all  hired  agricultural  workers  in  an  average  week  are 
brought  in,  including  650,000  regular  farm  workers  and  200,000  other 
persons  previously  excluded  as  agricultural  labor.  The  approxi- 
mately 1  million  regularly  employed  domestic  workers  now  covered 
represent  more  than  half  of  all  domestic  workers  in  private  homes. 
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About  200,000  Federal  employees  not  previously  covered  under  any 
retirement  system  are  now  covered  under  old-age  and  survivors  in- 
surance. Coverage  under  the  program  is  now  available  on  a  restricted 
voluntary  basis  to  some  600,000  employees  of  nonprofit  institutions 
and  1.6  million  employees  of  State  and  local  governments.  By  ex- 
panding the  definition  of  the  term  "employee,"  coverage  has  been  ex- 
tended to  approximately  400,000  persons  as  wage  earners;  others 
whose  employee  status  had  been  uncertain  are  now  covered  as  self- 
employed  persons. 

Of  the  gainfully  employed  persons  not  yet  covered  by  the  program, 
approximately  7.6  million  in  an  average  week  are  covered  by  some 
other  public  retirement  system.  They  are  under  the  retirement  pro- 
grams provided  for  persons  in  the  Federal  civil  service,  in  railroad 
employment,  in  the  Armed  Forces,  and  in  the  employ  of  State  or  local 
governments.  Only  about  10  percent  of  the  Nation's  gainfully  em- 
ployed now  have  no  retirement  protection  under  a  public  program. 

Farmers,  most  self-employed  professional  persons,  and  agricul- 
tural and  domestic  workers  not  regularly  employed  by  one  employer 
are  the  chief  groups  without  any  coverage  under  a  public  program. 
Coverage  of  these  groups  under  old-age  and  survivors  insurance  in 
the  near  future  is  recommended.  Otherwise,  the  large  group  with 
earnings  too  low  to  save  for  their  old  age  and  no  opportunity  to  be 
covered  by  private  pension  plans  will  have  no  recourse  but  to  seek 
help  under  the  assistance  programs. 

Coverage  of  farm  operators,  the  largest  group,  is  just  as  feasible 
as  coverage  for  other  self-employed  persons  and  would  be  adminis- 
tered in  a  similar  manner.  Farmers  would  file  reports  of  their  self- 
employment  income  and  pay  their  social  security  contributions  along 
with  their  income  tax  returns.  Although  a  farmer  like  other  covered 
persons  would  have  to  meet  a  test  of  retirement,  this  does  not  mean  that 
he  would  have  to  sell  his  farm  in  order  to  draw  retirement  benefits. 
If  he  rented  the  farm,  for  example,  his  income  would  be  rental  income 
and  not  earnings  from  self-employment.  If  he  operated  the  farm 
himself  and  his  income  from  farming  was  $600  or  less  a  year,  he  could 
receive  old-age  insurance  benefits  regardless  of  the  amount  of  work 
he  did.  If  his  annual  income  from  the  operation  of  the  farm  exceeded 
$600  he  might  nevertheless  draw  benefits  for  any  month  in  the  year 
in  which  he  performed  no  substantial  work.  After  he  reached  age 
75,  benefits  would  be  paid  without  regard  to  the  test  of  retirement. 

The  1950  amendments  provide  for  the  voluntary  coverage  of  the 
600,000  lay  employees  of  religious,  charitable,  educational,  and  other 
nonprofit  organizations.  However,  some  employees  of  such  organiza- 
tions will  actually  find  old-age  and  survivors  insurance  protection 
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unobtainable,  either  because  of  the  decision  of  their  employer  or  be- 
cause other  employees  who  see  no  immediate  personal  advantage  in 
obtaining  coverage  oppose  entering  the  system.  (Employees  of  a 
nonprofit  organization  cannot  be  covered  unless  the  employer  and 
two-thirds  of  the  employees  elect  to  be  covered.)  As  a  result,  in  the 
area  of  nonprofit  employment  there  may  continue  to  be  large  numbers 
of  people  without  systematic  retirement  protection  of  any  kind.  The 
Social  Security  Administration  recommends  that  the  law  be  amended 
in  such  a  way  as  to  ensure  the  protection  of  all  nonprofit  employees. 

For  the  groups  not  covered  under  old-age  and  survivors  insurance 
but  covered  under  another  public  program  there  is  a  problem  of  a 
different  kind.  In  a  dynamic  economy  the  movement  of  workers 
from  job  to  job  and  from  one  kind  of  employment  to  another  is  in- 
evitable, and  to  a  considerable  extent  desirable.  This  is  particularly 
true  in  a  period  of  national  emergency  such  as  now  exists.  As  a  re- 
sult of  such  shifting  from  one  retirement  program  to  another,  the 
individual  may  fail  to  remain  in  any  system  long  enough  to  acquire 
retirement  benefit  rights.  He  may  end  up  at  age  65  with  no  pro- 
tection at  all,  or  with  very  inadequate  benefits.  To  ensure  that  the 
protection  afforded  such  individuals  is  real,  and  that  mobility  of 
labor  is  not  unduly  discouraged,  arrangements  will  have  to  be  made 
for  coordinating  the  protection  furnished  under  the  various  public 
retirement  plans. 

Considerable  study  has  already  been  given  to  various  plans  for  such 
coordination,  and,  in  fact,  coordination  has  already  been  established 
in  one  area.  The  survivor  benefits  provided  under  the  railroad  re- 
tirement program  are  coordinated  with  those  provided  under  old-age 
and  survivors  insurance,  with  a  general  improvement  in  the  pro- 
tection of  individuals  who  shift  between  these  two  areas  of  employ- 
ment. Proposals  have  been  made  for  coordinating  the  civil-service 
retirement  program  and  old-age  and  survivors  insurance  through  a 
plan  for  transferring  the  retirement  credits  of  short-term  Federal 
employees  to  the  latter  program.  A  plan  of  this  sort  could  sub- 
stantially improve  the  protection  of  many  individuals.  Additional 
consideration  should  be  given  to  this  and  other  proposals  for  pro- 
tecting workers  who  change  jobs. 

The  most  immediate  need  for  action  along  this  line  is  in  the  field  of 
military  service.  Under  the  retirement  systems  maintained  by  the 
Armed  Forces,  no  retirement  benefits  are  payable  for  less  than  20 
years'  service,  and  the  disability  and  death  benefit  protection  pro- 
vided by  veterans  legislation  is  substantially  restricted  when  the 
individual  leaves  the  service.  With  few  exceptions,  the  short-term 
serviceman  now  receives  no  credit  toward  benefits  under  any  retire- 
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ment  plan  for  his  military  service.  It  is  essential  that  provisions  be 
adopted  to  assure  protection  under  old-age  and  survivors  insurance 
for  individuals  who  leave  civilian  life  for  military  service. 

BENEFITS 

Over  the  10  years  in  which  monthly  benefits  have  been  paid  under 
the  program — as  over  the  last  150  years  of  our  Nation's  economic  his- 
tory— the  trend  of  wages  has  been  upward.  Between  1940  and  1950^ 
average  weekly  earnings  in  manufacturing  industries,  and  average  an- 
nual taxable  wages  under  old-age  and  survivors  insurance,  more  than 
doubled ;  median  taxable  wages — a  somewhat  more  sensitive  measure 
of  wage  levels — increased  even  faster.  The  1950  amendments  have 
substantially  increased  benefit  amounts,  but  if  the  long-range  trend 
of  wages  continues  upward,  further  increases  in  benefits  will  be  nec- 
essary to  keep  benefits  appropriately  related  to  current  levels  of 
living. 

Fortunately,  if  wages  rise  over  the  long-range  future  as  is  to  be 
expected,  benefits  may  be  liberalized  without  requiring  an  increase 
in  the  contribution  rates  scheduled  in  the  law.  This  is  possible  be- 
cause as  wages  go  up  the  same  contribution  rate  brings  in  more  dollar 
income,  and  the  effect  of  increasing  wages  on  benefit  amounts  will  be 
more  than  offset  by  the  increase  in  this  dollar  income.  The  scheduled 
contribution  rates  in  the  law  are  high  enough  to  finance  the  liberaliza- 
tions in  the  benefit  levels  necessary  to  keep  them  in  the  same  rela- 
tionship to  wages. 

It  would  be  highly  desirable  to  have  not  only  the  contribution  rate 
but  also  the  benefit  formula  automatically  reflect  rising  wages.  One 
proposal  that  would  go  a  long  way  toward  accomplishing  this  result 
would  be  to  base  benefits  on  an  average  wage  figured  over  a  limited 
period,  such  as  the  5  or  10  consecutive  years  of  highest  earnings,  rather 
than  the  span  of  a  working  lifetime. 

As  wages  rise  it  is  also  necessary  to  increase  the  maximum  wage 
base.  Otherwise  more  and  more  workers  have  their  benefits  based  on 
an  average  wage  at  or  near  the  maximum  limit,  and  benefits  tend  to 
be  concentrated  in  a  very  narrow  range.  Furthermore,  unless  the 
maximum  wage  base  is  raised,  the  old-age  and  survivors  insurance 
system  must  depend  for  financing  on  a  smaller  and  smaller  propor- 
tion of  the  payrolls  of  the  Nation. 

Congress  recognized  the  importance  of  raising  the  maximum  wage 
base  as  wages  rise  by  providing  in  the  1950  amendments  for  an  in- 
crease from  $3,000  to  $3,600  a  year.  The  $3,600  ceiling  is  not  high 
enough,  however,  to  take  into  account  the  increase  in  wage  rates 
which  has  taken  place  in  the  last  decade.    In  1939,  about  95  percent 
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of  those  who  worked  regularly  throughout  the  year  received  taxable 
earnings  of  less  than  $3,000  a  year.  Preliminary  estimates  for  the 
calendar  year  1949  indicated  that  as  many  as  40  percent  of  the  persons 
who  worked  in  all  4  quarters  earned  more  than  $3,000  in  that  year, 
while  22  percent  earned  more  than  $3,600.  To  keep  the  proportion 
of  workers  with  all  their  earnings  credited  toward  social  insurance 
benefits  at  the  level  of  1939,  the  taxable  maximum  would  have  had  to 
be  about  $4,900  in  1944,  about  $5,600  in  1948,  and  about  $5,700  in 

Chart  3. — EARNERS   OF    $3,000   OR   MORE   AND   $3,600   OR   MORE 

Proportion  earning  as  much  as,  or  more  than,  taxable  maximums  under  old  and  new  law 
in  employment  covered  by  old-age  and  survivors  insurance 
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1949.  The  Social  Security  Administration  recommends  the  immediate 
establishment  of  a  substantially  increased  maximum  wage  base. 

A  third  important  change  which  should  be  made  in  the  benefit 
computation  is  the  restoration  of  the  increment  of  1  percent  in  the 
benefit  formula  for  each  year  in  which  the  worker  has  substantial 
covered  employment.  The  benefit  formula  included  such  an  increment 
through  1950,  but  the  new  amendments  exclude  it  thereafter. 

An  increment  provides  a  higher  benefit  for  long-term  contributors 
as  compared  with  persons  who  draw  benefits  after  only  a  short  period 
in  the  program.  Consideration  should  be  given  to  the  normal  feeling 
of  individual  contributors  that  their  benefits  should  increase  some- 
what for  long  years  of  contributions.    Furthermore,  an  increment  also 
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helps  somewhat  in  keeping  benefits  adjusted  to  the  rising  trend  of 
wages.  Although  it  is  not  by  any  means  a  perfect  instrument  for  this 
purpose,  the  increment  does  raise  benefit  awards  slightly  year  by 
year,  and  so,  as  wage  levels  rise,  benefits  awarded  will  be  closer  to 
recent  wages  than  if  there  were  no  increment. 

ELIGIBILITY 

Further  consideration  should  be  given  to  the  question  of  permitting 
women  to  qualify  for  benefits  at  age  60.  Wives  are  customarily  a  few 
years  younger  than  their  husbands,  so  that  when  a  man  reaches  age 
65  the  only  benefit  available  for  the  couple  is  likely  to  be  the  husband's 
benefit,  although  there  is  as  much  need  for  the  wife's  benefit  as  when 
both  are  aged  65.  A  woman  widowed  or  left  dependent  at  age  60,  who 
has  not  previously  been  employed,  has  a  harder  time  than  a  young 
woman  in  finding  a  job.  If  the  eligibility  age  for  wives,  and  for 
widows  and  dependent  mothers,  is  lowered  to  60,  the  retirement  age 
for  women  primary  beneficiaries  should  also  be  lowered. 

One  of  the  most  significant  changes  made  under  the  1950  amend- 
ments was  the  "new  start"  in  eligibility  requirements.  The  "new  start" 
not  only  helps  the  newly  covered  groups,  who  have  previously  had  no 
opportunity  to  participate  in  the  program,  but  also  makes  it  possible 
for  many  more  of  the  present  aged  to  qualify  for  benefits,  since  they 
can  do  so  with  only  6  quarters  of  coverage  (earned  at  any  time  after 
1936).  It  is  estimated  that  about  700,000  persons  who  could  not  have 
qualified  under  the  old  requirements,  will  receive  benefits  in  the  first 
year  of  operation  under  the  expanded  program. 

This  sweeping  revision  in  eligibility  requirements,  as  well  as  the 
increased  benefits  and  expanded  coverage,  were  approved  by  Con- 
gress with  the  hope  of  reducing  the  need  for  old-age  assistance  and 
aid  to  dependent  children.  However,  there  will  still  remain  a  con- 
siderable "backlog"  of  aged  persons  who  will  not  meet  even  the  mini- 
mum requirement  of  6  quarters  of  coverage.  These  are  persons  who 
were  already  out  of  the  labor  force  in  1937,  because  of  age  or  dis- 
ability; a  similar  group  as  of  1950  who  were  in  noncovered  em- 
ployment in  the  years  1937  to  1950  and  who  have  no  further  oppor- 
tunity to  work;  and  those  persons  who  have  always  worked  in  non- 
covered  employment  and  whose  occupations  remain  outside  the  scope 
of  the  new  law.  To  the  extent  that  the  public  assistance  load  is  com- 
posed of  such  individuals,  its  size  will  not  be  affected  by  the  improved 
insurance  program. 

A  question  has  frequently  been  raised  in  recent  years  as  to  whether 
provision  should  not  be  made  under  the  insurance  program  for  the 
entire  present  generation  of  the  aged.     Several  methods  have  been 


28  Annual  Report,  Federal  Security  Agency,  1950 

suggested  for  enrolling  the  present  aged  as  beneficiaries  under  the 
insurance  program.  They  have  in  common  the  desire  to  benefit  un- 
insured persons  now  close  to  or  past  retirement  age. 

If  any  such  proposal  for  "blanketing  in"  the  present  aged  is  adopted, 
the  cost  of  the  resulting  noncontributory  benefits  should  be  met  out  of 
general  taxation  rather  than  from  the  contributions  of  covered  work- 
ers and  their  employers.  In  order  that  the  cost  of  payment  of  benefits 
to  noncontributors  be  kept  within  bounds,  it  is  absolutely  essential 
that  any  plan  to  bring  in  the  present  aged  be  accompanied  by  exten- 
sion of  coverage  under  the  insurance  system  to  all  gainful  employment. 
If  this  is  done,  those  retiring  in  the  future  would  have  eligibility 
based  on  contributions  and  the  need  to  pay  benefits  to  noncontributors 
would  be  confined  largely  to  the  present  aged.  Only  with  universal 
coverage  could  a  plan  for  "blanketing  in"  the  present  aged  be  con- 
sidered as  a  transitional  device  which  would  not  substantially  increase 
the  long-run  cost  of  the  system  or  threaten  the  contributory  principle 
upon  which  the  insurance  program  is  founded. 

A  GOVERNMENT  CONTRIBUTION 

The  level  premium  cost  of  the  amended  program  for  a  generation 
of  workers  covered  for  an  entire  working  lifetime — for  example,  the 
generation  now  under  age  21 — is  estimated  to  be  about  4  percent  of 
payroll.  In  other  words,  if  it  were  possible  to  set  up  a  separate  sys- 
tem applying  only  to  that  new  generation  of  workers  and  the  gener- 
ations which  come  after,  benefits  at  the  level  provided  under  the  new 
law  could  be  financed  under  that  system  on  a  "self-supporting"  basis 
by  collecting  contributions  of  2  percent  from  employers  and  2  percent 
from  employees. 

For  individuals  who  are  now  over  age  21,  however — people  aged 
30, 40,  or  55,  for  example— the  level  premium  cost  of  a  program  paying 
benefits  at  the  level  provided  in  the  new  law  would  be  considerably 
higher.  In  fact,  it  is  not  possible  to  collect  the  full  cost  of  adequate 
benefits  from  persons  nearing  retirement  age  and  their  employers 
without  making  the  contribution  rate  prohibitively  high.  Neverthe- 
less, it  has  been  decided,  as  a  matter  of  national  policy,  that  these  older 
workers  ought  to  be  paid  adequate  benefits.  The  level  premium  cost 
of  the  system  as  a  whole,  including  the  cost  of  paying  full-rate  bene- 
fits to  older  workers,  is  estimated  to  be  6.05  percent  on  an  intermediate 

basis.^ 

The  proposal  has  frequently  been  advanced  that  part  of  the  extra 
cost  of  paying  adequate  benefits  to  those  retiring  in  the  early  years 

2  Actuarial  Cost  Estimates  for  the  Old-Age  and  Survivors  Insurance  System  as  Modified 
hy  the  Social  Security  Act  Amendments  of  1950,  July  27,  1950.  Prepared  for  the  use  of 
the  Committee  on  Ways  and  Means  by  Robert  J.  Myers,  Actuary  to  the  Committee. 
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of  the  program — a  cost  unrelated  to  the  value  of  the  protection  for 
those  who  retire  later — be  borne  by  general  taxation.  A  Government 
contribution  was  recommended  on  this  theory  by  the  Committee  on 
Economic  Security  in  its  report  preceding  the  passage  of  the  Social 
Security  Act  in  1935.  In  1948  the  Advisory  Council  to  the  Senate 
Committee  on  Finance  recommended  that  at  least  part  of  this  extra 
cost  be  covered  by  a  Government  contribution. 

If  a  Government  contribution  were  to  be  made  for  the  purpose  of 
meeting  the  additional  cost  of  the  benefits  for  the  older  workers,  a 
maximum  combined  employer-employee  contribution  rate  of  4  percent 
could  be  established,  with  a  provision  in  the  law  for  the  Government 
contribution  to  cover  the  remainder  of  the  cost.  (This  Government 
contribution  might  begin  at  the  time  when  the  4-percent  rate,  plus 
interest  earnings  of  the  old-age  and  survivors  insurance  trust  fund,  is 
insufficient  to  cover  expenditures.)  Under  this  plan,  each  generation 
would  contribute  at  a  rate  that  would  pay  its  own  way,  but  no  more; 
and  over  the  long  run  a  close  relationship  would  be  maintained  between 
the  value  of  the  protection  and  the  rate  of  contribution. 

Program  Operations 

The  following  paragraphs  summarize  program  operations  during 
the  fiscal  year  1950.  Because  of  the  1950  amendments,  however,  ex- 
perience in  past  years  will  have  limited  application  in  evaluating  the 
future  effectiveness  of  the  program. 

BENEFICIARIES  AND  THEIR  BENEFITS 

The  number  of  persons  receiving  monthly  benefits  rose  steadily 
throughout  the  fiscal  year,  from  2.55  million  on  June  30,  1949,  to  2.93 
million  on  June  30,  1950,  an  increase  of  15  percent.  The  monthly 
amount  of  their  benefits  increased  from  $51.5  million  to  $60.7  million. 
Of  the  2.9  million  beneficiaries,  47.3  percent  were  retired  workers, 
14.3  percent  were  wives  of  these  workers,  22.7  percent  were  children 
of  retired  or  deceased  workers,  5.3  percent  were  widows  who  were  car- 
ing for  child  beneficiaries,  9.9  percent  were  aged  widows,  and  0.5  per- 
cent were  aged  dependent  parents  of  deceased  workers.  Persons  aged 
65  or  over  comprised  72  percent  of  the  total  number  receiving  benefits 
as  compared  with  70  percent  a  year  earlier. 

Amounts  certified  to  the  Treasury  Department  for  payment  during 
the  year  totaled  $715  million  for  monthly  benefits  and  $34  million  for 
lump-sum  payments,  increases  of  20  and  6  percent,  respectively,  over 
the  amounts  certified  during  the  preceding  fiscal  year.  These  amounts 
included  $2.8  million  certified  for  monthly  benefits,  and  $197,000  for 
lump-sum  payments,  to  survivors  of  World  War  II  veterans  under 
section  210  of  the  1946  amendments. 
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Monthly  benefits  were  awarded  to  676,000  persons  during  the  fiscal 
year,  9  percent  more  than  in  1949.  Awards  to  retired  workers  and 
their  dependents  amounted  to  about  468,000,  or  more  than  69  percent 
of  the  total.     Awards  of  lump-sum  payments  totaled  215,000. 

During  the  fiscal  year,  2,300  monthly  benefits  and  2,375  lump- 
sum payments  were  awarded  under  section  210  of  the  Social  Security 
Act  to  survivors  of  World  War  II  veterans.  These  awards  were 
78  percent  and  70  percent,  respectively,  less  than  in  the  preceding 
year,  largely  because  the  3-year  insurance  protection  ended  for  a 
large  number  of  veterans.  Benefits  were  also  awarded  to  survivors 
of  14,400  deceased  workers  who  had  earnings  under  both  the  old- 
age  and  survivors  insurance  and  the  railroad  retirement  systems. 

At  the  end  of  the  fiscal  year,  the  average  benefit  being  paid  to 
a  retired  worker  with  no  dependents  also  receiving  benefits  was  $26.80 
for  men  and  $20.80  for  women.  For  a  retired  worker  and  his  wife 
the  average  was  $41.90.  In  survivor  families  the  average  benefit  for 
aged  widows  was  $20.90,  and  for  a  widowed  mother  and  one  child, 
$36.70. 

INSURANCE  STATUS 

By  the  beginning  of  1950  an  estimated  40.0  million  living  persons 
were  fully  insured  under  the  progi-am — 1.4  million  or  3.6  percent 
more  than  the  number  on  January  1,  1949.  They  included  14.9 
million  persons  permanently  fully  insured,  an  increase  of  1.9  mil- 
lion; these  workers  had  acquired  sufficient  quarters  of  coverage  to 
remain  fully  insured  throughout  their  lifetimes  without  additional 
covered  employment.  Of  the  14.9  million,  2.2  million  were  aged 
65  and  over.  About  three-fifths  of  these  older  workers— in  contrast 
to  one-half  in  1949 — were  currently  receiving  benefits. 

In  addition  to  the  40.0  million  who  were  fully  insured,  5.7  million 
others  were  currently  but  not  fully  insured.  Hence,  at  the  beginning 
of  1950,  57  percent  of  all  living  persons  who  had  worked  in  covered 
employment  at  some  time  during  1937-49  were  insured. 

The  cumulative  amount  of  taxable  wages  the  uninsured  workers 
had  received  was  comparatively  small.  On  January  1,  1949,  for 
example,  the  average  amount  of  cumulative  wage  credits  received 
by  uninsured  workers  during  the  preceding  12  years  was  only 
$1,450,  in  contrast  to  $13,450  for  workers  fully  insured  at  that  date, 
and  $5,900  for  those  currently  but  not  fully  insured. 

WORKERS  AND  THEIR  WAGE  CREDITS 

By  January  1, 1950,  an  estimated  total  of  80.4  million  living  workers 
had  earned  wage  credits  since  the  beginning  of  the  system.  Of  this 
number,  3,7  million  or  about  4.5  percent  were  aged  65  and  over. 
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The  total  number  of  workers  employed  in  covered  jobs  at  some 
time  during  the  calendar  year  1949  is  estimated  at  48.0  million.  The 
total  amount  of  wage  credits  they  earned  was  $80.4  billion,  about 
three-fifths  of  the  amount  of  all  the  wages  and  salaries  paid  in  covered 
and  noncovered  employment.  Average  annual  wage  credits  were 
$1,675,  the  highest  on  record. 

During  1949,  an  estimated  2.3  million  persons  received  their  first 
wage  credits.  These  new  entrants  numbered  some  300,000  fewer  than 
in  1948  and  accounted  for  4.8  percent  of  the  total  number  of  workers 
who  received  wage  credits  during  1949. 

APPLICANTS  FOR  ACCOUNT  NUMBERS 

There  were  2,340,000  employee  accounts  established  in  the  calendar 
year  1949.  Applications  declined  14  percent  from  the  1948  total  and 
were  less  than  a  third  of  the  1942  wartime  peak. 

APPEALS 

During  the  fiscal  year,  2,464  requests  for  hearings  were  filed,  ex- 
pressing dissatisfaction  with  administrative  determinations  regarding 
entitlement  to  benefits,  benefit  amounts,  suspension  or  termination 
of  benefits,  or  the  amounts  posted  to  individuals'  wage  records.  In 
addition,  470  appeals  were  carried  over  from  the  preceding  year. 
Hearings  were  completed  in  2,441  cases,  and  the  referees  disposed 
of  2,382  cases,  including  some  heard  previously.  The  original  actions 
of  the  Bureau  were  modified,  in  the  claimants'  favor,  by  approximately 
one-fourth  of  these  decisions.  At  the  close  of  the  fiscal  year,  27 
civil  actions  on  claims  were  pending  in  the  courts;  12  of  the  16 
such  cases  decided  during  the  year  upheld  the  Administration's 
position.  Of  the  74  court  decisions  rendered  since  the  appeals  pro- 
visions of  the  1939  amendments  became  effective  (and  on  which  no 
further  appeals  were  taken) ,  51  upheld  the  Administration's  action. 

ADMINISTRATIVE  DEVELOPMENTS 

The  time  and  effort  required  to  process  a  constantly  growing  claims 
load  has  been  substantially  reduced  through  stabilized  employment  in 
the  Bureau,  use  of  improved  operating  techniques,  and  the  avail- 
ability of  more  efiicient  mechanical  aids.  The  average  time  elapsing 
between  application  and  certification  of  payment  has  been  substan- 
tially reduced,  i.  e.,  more  than  11  calendar  days  have  been  cut  from 
the  previous  usual  case  average.  The  ordinary  processing  time  of  a 
new  claim  now  averages  about  25  calendar  days. 

An  example  of  improved  operating  technique  is  the  use  of  dual  pay- 
ment rolls  for  recertifying  monthly  benefit  payments.  One  master 
payment  roll  includes  payments  to  all  beneficiaries  eligible  as  of  a 
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particular  date  and  is  frozen  for  a  6-month  period,  except  for  the 
deletion  of  beneficiaries  whose  payments  are  suspended,  adjusted,  or 
terminated.  Use  of  this  roll  permits  establishment  of  a  balanced 
total  which  remains  constant  throughout  the  period  except  for  the 
deletions.  The  other  payment  roll  includes  newly  entitled  benefi- 
ciaries and  those  whose  benefits  have  been  reinstated  or  changed  in 
rate.  Other  Government  agencies  have  shown  marked  interest  in 
this  dual  roll  plan,  which  saves  considerable  manpower  and  machine 
time. 

As  a  result  of  a  change  in  Treasury  regulations,  the  Bureau  is  now 
certifying  payments  to  beneficiaries  who  became  entitled  to  payment 
after  1946  and  are  residing  in  the  western  zone  of  Berlin,  in  West  Ger- 
many, and  in  Japan.  Payments  had  not  been  made  to  such  persons 
since  the  beginning  of  World  War  II. 

To  accomplish  earlier  detection  of  instances  in  which  representa- 
tive payees  on  behalf  of  children  and  incompetent  adults  may  not 
be  using  funds  for  the  beneficiary,  procedures  were  devised  under 
which  field  offices  of  the  Bureau  reappraise  the  fitness  of  representa- 
tive payees  some  time  after  their  selection  to  assure  proper  handling 
of  the  funds. 

Management  improvement  has  always  been  a  continuous,  day-to- 
day objective  of  the  Bureau.  During  the  year  the  Bureau  integrated 
its  continuing  activities  for  improving  management  with  the  Pres- 
ident's Management  Improvement  Program  and  with  the  Bureau's 
established  work  planning  and  reporting  systems,  to  ensure  systematic 
review  and  appraisal  at  all  supervisory  levels  of  the  progress  of  and 
plans  for  management  improvement.  Employee  participation  in  man- 
agement improvement,  already  widespread,  has  been  intensified 
through  an  employee  suggestion  system,  meritorious  promotions  for 
superior  accomplishments,  and  recognition  of  long  service  with  the 
Bureau. 

Continuous  investigations  have  been  made  of  new  systems  and  work 
methods  and  of  new  and  improved  equipment.  A  high-speed  elec- 
tronic calculator,  newly  installed,  should  lead  to  economies  and  im- 
proved production  in  the  Bureau's  claims  processing.  In  addition, 
the  National  Bureau  of  Standards  is  to  survey  the  Bureau's  wage- 
record  and  statistical  operations  in  1951  to  ascertain  the  areas  of  work 
adaptable  to  the  use  of  other  electronic  devices. 

In  the  first  annual  report  of  the  Social  Security  Board  in  1936, 
attention  was  directed  to  the  fact  that  "almost  as  serious  as  the  prob- 
lem of  personnel  is  that  of  securing  office  space  .  .  .  This  situation 
has  seriously  impeded  the  progress  of  the  organization;  employees 
have  been  required  to  work  under  conditions  which  affect  adversely 
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both  the  quantity  and  quality  of  their  output."  This  statement  is 
equally  applicable  today  with  respect  to  the  nearly  5,000  employees  in 
the  central  offices  of  the  Bureau  of  Old- Age  and  Survivors  Insurance. 
H.  K.  7873,  introduced  in  the  Eighty-first  Congress,  would  provide 
the  Bureau  with  a  new  building.  The  House  of  Representatives  has 
taken  affirmative  action  on  this  bill,  but  the  bill  has  not  yet  been  con- 
sidered in  the  Senate. 

The  cumulative  impact  of  14  years  of  inadequate  space,  plus  the 
additional  burden  which  will  be  placed  upon  overcrowded  facilities 
by  expanded  legislation,  aggravates  this  pressing  problem.  Adequate 
housing  for  the  Bureau's  central  operations  would  increase  efficiency, 
achieve  substantial  economies,  and  solve  many  long-standing  per- 
sonnel and  related  problems. 

ADMINISTRATIVE  COSTS 

The  1950  volume  of  work  in  establishing  and  maintaining  accounts 
of  employees  was  slightly  lower  than  in  1949.  On  the  other  hand, 
new  highs  were  again  reached  in  processing  claims  for  benefits,  paying 
monthly  benefits,  and  maintaining  the  rolls  of  beneficiaries. 

The  total  administrative  cost  directly  attributable  to  the  old-age 
and  survivors  insurance  system  during  the  fiscal  year  equaled  2.7  per- 
cent of  the  contributions  received  and  represented  7.8  percent  of 
benefit  payments.  A  part  of  these  costs  was  incurred  by  the  Bureau 
of  Old- Age  and  Survivors  Insurance  in  processing  current  claims, 
certifying  benefits,  and  establishing  and  maintaining  wage  records 
on  the  basis  of  which  eligibility  for,  and  the  amount  of,  future  bene- 
fits will  be  determined.  The  total  also  includes  all  other  costs  in- 
curred within  the  Federal  Security  Agency  that  are  directly 
attributable  to  this  program,  as  well  as  costs  incurred  by  the  Treas- 
ury Department  in  collecting  contributions  under  the  Federal  Insur- 
ance Contributions  Act,  managing  the  trust  fund,  and  issuing  benefit 
checks. 

The  Bureau's  administrative  costs  were  2.6  percent  of  contributions 
collected  in  the  fiscal  year  1941  and  2.0  percent  in  1950.  These  costs 
included  administrative  costs  of  6  area  offices,  478  field  offices,  2,567 
itinerant  stations,  and  18  detached  official  stations,  as  well  as  of  the 
central  offices  in  Baltimore. 

CONTRIBUTIONS  AND  DISBURSEMENTS 

Contributions  from  employees  and  employers  during  the  fiscal  year 
amounted  to  $2,106  million,  an  increase  of  25  percent  over  the  amount 
for  the  preceding  fiscal  year.  This  large  increase  resulted  partly 
from  a  newly  instituted  method  of  collecting  a  substantial  proportion 
of  contributions  monthly  rather  than  quarterly,  and  partly  also  from 
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an  increase  in  the  contribution  rate.  In  addition,  $3.6  million  was  ap- 
propriated to  the  old-age  and  survivors  insurance  trust  fund  from  the 
general  fund  of  the  Treasury  for  payment  of  benefits  to  survivors  of 
certain  World  War  II  veterans,  as  provided  under  section  210  of  the 
Social  Security  Act.  Interest  received  on  investments  totaled  $257 
million.  Disbursements  from  the  fund  amounted  to  $727  million  for 
payment  of  benefits  and  $57  million  for  administrative  expenses.  On 
June  30,  1950,  the  fund's  assets  totaled  $12,893  million,  an  increase  of 
$1,583  million  during  the  fiscal  year. 

Except  for  $248  million  held  in  cash  to  meet  current  withdrawals, 
all  assets  in  the  trust  fund  on  June  30,  1950,  were  invested  in  Govern- 
ment securities.  All  securities  purchased  for  the  fund  during  the 
fiscal  year,  except  for  a  small  amount  purchased  in  the  open  market, 
were  special  certificates  of  indebtedness  with  an  interest  rate  of  21/3 
percent.  As  of  June  30,  1950,  $10,418  million  was  invested  in  these 
2y8-percent  special  certificates  of  indebtedness,  $2,223  million  in  21/0- 
percent  regular  Treasury  bonds,  and  $4  million  in  214-percent  regular 
Treasury  bonds.  The  Treasury  bond  figures  include  $6  million  in 
unamortized  premiums.  The  average  interest  rate  on  all  investments 
of  the  trust  fund  as  of  this  date  was  approximately  2.2  percent. 

Public  Assistance 

The  enactment  of  the  Social  Security  Act  Amendments  of  1950 
marks  a  significant  advance  in  the  development  of  the  American  social 
security  system.  The  old-age  and  survivors  insurance  system  has  now 
been  firmly  established  as  the  primary  method  of  supplying  basic 
maintenance  when  age  prevents  self-supporting  employment  or  when 
the  death  of  a  wage  earner  results  in  privation  for  his  dependents. 

The  amendments  also  strengthened  the  public  assistance  program  in 
several  significant  respects.  The  most  important  provision  is  a  new 
program  of  grants-in-aid  to  the  States  for  needy  persons  who  are 
permanently  and  totally  disabled  because  of  various  kinds  of  physical 
and  mental  handicaps.  The  addition  of  this  new  category  is  a  major 
extension  under  the  system  of  grants-in-aid  to  States  for  public  assist- 
ance. Under  it,  assistance,  partly  financed  by  Federal  funds,  will 
become  available  to  an  additional  group  of  handicapped  persons  18 
years  of  age  or  older. 

Another  significant  amendment  enables  the  Federal  Government  to 
participate  in  larger  State  payments  for  aid  to  dependent  children. 
This  provision  increases  by  $27  the  maximum  amount  of  the  State 
assistance  payment  in  which  the  Federal  Government  will  share. 
This  change,  which  for  the  first  time  recognizes  the  needs  and  expenses 
of  the  mother  or  other  persons  who  are  keeping  the  home  together  for 
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the  children,  will  aid  materially  in  improving  the  general  level  of 
assistance  available  to  needy  children. 

A  further  provision  makes  public  assistance  grants  available  to 
Puerto  Rico  and  the  Virgin  Islands.  In  both  islands,  need  is  wide- 
spread and  fiscal  resources  can  meet  only  a  fraction  of  the  need.  Up 
to  now,  both  Puerto  Eico  and  the  Virgin  Islands  have  been  excluded 
from  the  assistance  titles  of  the  Social  Security  Act  although  they 
have  been  included  in  other  grant-in-aid  programs. 

Another  amendment  will  enable  the  Federal  Government  to  par- 
ticipate in  payments  made  by  the  State  public  assistance  agency 
directly  to  individuals  and  agencies  that  supply  medical  and  remedial 
care  to  recipients  of  assistance  within  the  maximum  on  individual 
monthly  payments.  Up  to  now,  the  Federal  Government  could  share 
only  in  the  assistance  payment  made  to  the  recipient,  which  precluded 
sharing  in  payments  made  by  the  agency  to  medical  practitioners  or 
to  other  agencies  for  the  medical  care  they  gave  the  recipient.  In 
many  instances,  a  State  agency  feels  that  such  direct  payments  are 
preferable.  In  an,  earlier  study  of  medical  care  in  public  assistance, 
for  example,  it  was  found  that  three-fifths  or  more  of  the  costs  of 
hospitalization  were  paid  directly  to  the  hospitals.  In  other  forms 
of  medical  aid,  the  recipient  more  commonly  paid  the  cost  out  of  his 
assistance  payment.  The  prohibition  on  Federal  sharing  in  payments 
to  persons  in  public  institutions  is  also  relaxed  to  allow  Federal  par- 
ticipation in  assistance  given  to  patients  in  public  medical  institu- 
tions except  persons  diagnosed  as  having  a  mental  disease  or 
tuberculosis. 

In  addition  to  these  public  assistance  amendments,  strengthening 
the  insurance  program  should  eventually  have  an  important  effect 
on  the  role  of  the  assistance  programs.  As  a  result  of  broad  exten- 
sion of  coverage  and  the  liberalization  of  old-age  and  survivors  insur- 
ance benefits  under  the  amendments,  the  insurance  program  will  sup- 
ply basic  maintenance  to  many  more  people.  Provisions  shortening 
the  period  of  employment  necessary  for  retired  workers  to  qualify 
for  benefits  will  mean  that  many  persons  now  receiving  old-age  assist- 
ance can  qualify  for  insurance  benefits.  As  the  social  insurance  pro- 
gram grows  toward  maturity  in  coverage  and  in  size  of  benefits,  the 
public  assistance  program  will  be  able  to  assume  more  nearly  its  sup- 
plementary and  residual  role. 

Many  persons,  however,  will  still  not  be  covered  under  the  new  in- 
surance provisions.  Others  will  not  meet  even  the  shortened  period 
required  to  qualify  for  benefits.  Many  others  will  qualify  only  for 
the  minimum  benefit.  For  these  people  and  for  others,  too,  who  are 
in  special  circumstances  and  have  special  requirements,  the  benefit  may 
not  be  large  enough  to  meet  their  needs  unless  they  have  other  sources 
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of  income.  During  the  fiscal  year  more  than  200,000  old-age  assist- 
ance payments  were  made  each  month  to  supplement  small  or  inade- 
quate benefits.  Public  assistance  supplementation  of  social  insurance 
benefits  will  undoubtedly  continue  to  be  needed,  just  as  assistance 
supplements  other  resources  of  recipients. 

Congress  also  enacted  a  bill  providing  for  the  rehabilitation  of  the 
Navajo  and  Hopi  Indians  of  Arizona  and  New  Mexico.  This  law  also 
assists  the  two  States  in  providing  aid  to  needy  Indians  residing  on 
these  reservations,  which  are  large  undeveloped  areas.  Under  the  new 
provisions  the  Federal  Government  will  pay,  in  addition  to  the  amount 
normally  contributed,  80  percent  of  the  State  share  of  such  assistance 
payments. 

At  the  close  of  the  fiscal  year  1950,  the  Bureau  of  Public  Assistance 
was  engaged  in  plamiing  for  the  administration  of  the  public  assist- 
ance amendments  which  Congress  was  then  in  the  process  of  enacting. 
Existing  policies  and  procedures  were  examined  to  see  what  changes 
would  be  needed,  and  arrangements  were  made  for  conferences  with 
State  public  welfare  administrators  and  for  various  committees  of 
State  and  local  people  to  study  the  problems  raised  by  the  legislation. 
Work  was  begun  on  the  development  of  policies  and  standards  based 
on  the  amendments,  and  plans  were  made  for  revising  and  extending 
the  statistical  reporting  system  to  supply  information  on  the  opera- 
tions of  the  State  programs  under  the  amendments.  A  major  activity 
of  the  Bureau  for  the  next  year  will  be  the  work  concerned  with  the 
establishment  of  the  new  grant  program  of  aid  to  the  permanently 
and  totally  disabled;  extension  of  the  assistance  program  to  Puerto 
Rico  and  the  Virgin  Islands;  extension  of  Federal  participation  to 
payments  made  directly  to  suppliers  of  medical  services ;  and  the  au- 
thorization for  Federal  sharing  in  the  cost  of  assistance  to  patients 
in  public  medical  institutions. 

Program  Developments 

RECIPIENTS  AND  THEIR  PAYMENTS 

The  number  of  assistance  recipients  during  the  fiscal  year  1950  was 
the  largest  in  the  history  of  the  program  under  the  Social  Security 
Act.  Expenditures  from  Federal  and  State  funds  were  correspond- 
ingly high.  In  June  1950,  6.3  million  persons,  or  about  one  in  24  in 
the  population,  were  getting  some  form  of  public  assistance,  either 
as  recipients  or  persons  in  recipients'  families  whose  needs  were  taken 
into  account  in  determining  the  amount  of  assistance.  Expenditures 
from  all  sources — State,  local,  and  Federal — for  public  assistance 
payments  were  $2.3  billion  during  the  fiscal  year,  or  1.2  percent  of 
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national  income  payments  in  1949.  Only  the  veterans  program  had 
larger  total  payments.  In  terms  of  numbers  of  persons  affected,  pub- 
lic assistance  continued  to  be  the  principal  public  provision  for  income 
maintenance  in  the  United  States. 

Old-age  assistance. — Old-age  assistance  is  the  largest  of  the  assist- 
ance programs.  At  the  end  of  the  fiscal  year,  2.8  million  people  65 
years  of  age  and  over  were  receiving  assistance.  This  number  was 
nearly  175,000  more  than  that  in  June  1949.  Monthly  payments  to 
recipients  averaged  $44.  For  the  entire  year,  the  bill  for  old-age 
assistance  was  $1.4  billion,  of  which  the  Federal  share  was  $789.4 
million.  For  every  aged  person  receiving  old-age  and  survivors 
insurance  at  the  close  of  the  fiscal  year,  1.3  persons  were  getting  old- 
age  assistance ;  for  every  dollar  spent  for  benefits  to  aged  beneficiaries, 
$2.52  was  spent  for  old-age  assistance. 

As  in  earlier  years,  the  proportion  of  the  aged  population  aided  and 
the  amount  of  the  average  assistance  payment  varied  widely  in  State 
programs  of  old-age  assistance.  At  the  end  of  1949,  241  out  of  every 
1,000  aged  persons  in  the  Nation  got  old-age  assistance.  This  is  an 
average  figure,  however.  In  many  States  the  rate  was  higher,  and  in 
many,  much  lower.  In  Delaware  and  New  Jersey,  fewer  than  70 
per  1,000  received  payments.  On  the  other  hand,  in  Georgia  and 
Oklahoma  the  number  per  1,000  was  more  than  double,  and  in  Louisi- 
ana more  than  three  times,  the  national  average.  In  general,  the 
States  with  low  proportions  of  their  old  people  on  the  assistance  rolls 
are  those  with  a  high  per  capita  income  and  a  high  proportion  of 
oldsters  getting  benefits  or  pensions  under  other  income-maintenance 
programs.  In  contrast.  States  with  high  recipient  rates  are  for  the 
most  part  those  where  per  capita  income  is  low  and  a  relatively 
small  proportion  of  the  old  folks  benefit  from  old-age  and  survivors 
insurance  and  other  pension  or  retirement  systems.  Many  of  these 
States  are  predominantly  agricultural.  The  number  of  recipients  of 
assistance  in  relation  to  the  number  of  old  people  in  the  State  is  also 
significantly  affected  by  State  policies  regarding  the  amount  and 
types  of  property  that  a  person  may  retain  and  the  circumstances  in 
which  he  may  retain  it  and  be  deemed  eligible  for  aid,  the  responsi- 
bility that  children  and  other  relatives  are  expected  or  requested  to 
assume  for  the  support  of  an  aged  individual,  and  the  standards 
adopted  for  determining  the  amount  of  assistance  to  be  granted. 

The  average  amount  of  assistance  received  by  needy  old  people  in 
June  1950  ranged  from  $20.49  in  Alabama  to  $70.68  in  Californa. 
In  eight  States — all  in  the  South — the  average  monthly  payment  was 
under  $25 ;  in  five  States  the  average  was  more  than  $60. 
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Aid  to  dependent  children. — ^At  the  close  of  the  fiscal  year,  1.7  mil- 
lion children,  in  nearly  two-thirds  of  a  million  families,  were  receiving 
aid  to  dependent  children,  an  increase  of  one-fifth  in  number  of  chil- 
dren since  June  1949,  The  children  aided  are  those  who  do  not  have 
normal  parental  support  or  care  because  of  a  parent's  death,  incapacity, 
or  continued  absence  from  home,  and  who  are  living  either  with  their 
parents  or  other  relatives.  Expenditures  in  the  fiscal  year  amounted 
to  $520  million ;  $227  million  was  from  Federal  funds. 

The  father  was  dead  in  nearly  one-fourth  of  these  families,  and 
incapacitated  in  another  one-fourth.  In  the  other  families,  he  was 
estranged  from  the  mother  or  absent  from  the  home  for  other  reasons. 

According  to  a  special  study,  it  is  estimated  that,  of  all  families 
with  children,  about  1  family  in  50  was  receiving  aid  to  dependent 
children  in  mid-1948.  Aid  to  dependent  children  families  with  two 
parents  in  the  home — chiefly  those  with  incapacitated  fathers — rep- 
resented only  1  in  200  two-parent  families  in  the  population.  Among 
broken  families  the  proportion  receiving  aid  to  dependent  children 
was  larger.  Nearly  1  in  every  10  families  in  which  the  parents  were 
divorced  and  only  the  mother  was  in  the  home  received  aid.  Of  the 
families  made  up  of  widowed  mothers  and  children,  1  in  7  were  on 
the  rolls.  For  the  other  broken  families — those  in  which  the  father 
had  deserted  or  had  not  married  the  mother,  was  incapacitated  and 
away  from  home,  or  was  absent  for  another  reason — the  proportion 
receiving  aid  was  about  1  in  5. 

Increasingly,  the  burden  of  caring  for  children  whose  father  is 
dead  or  incapacitated  is  shifting  from  public  assistance  to  other  in- 
come-maintenance programs,  including  old-age  and  survivors  insur- 
ance, railroad  retirement,  and  veterans  programs.  The  largest  burden 
of  caring  for  fatherless  children  under  aid  to  dependent  children  falls 
on  the  States  where  the  proportion  of  workers  in  industrial  employ- 
ment covered  by  old-age  and  survivors  insurance  is  relatively  small. 
These  are  the  agricultural  States. 

At  the  end  of  the  fiscal  year,  the  average  monthly  assistance  payment 
was  $70  per  family,  and  $20  per  person,  including  the  children  and 
the  mother  or  other  relative  caring  for  them.  In  contrast,  in  old-age 
assistance  and  aid  to  the  blind,  the  averages  per  person  were  $44  and 
$48,  respectively,  under  Federal-State  programs.  The  Federal  Gov- 
ernment has  always  participated  in  the  costs  of  aid  to  dependent  chil- 
dren on  a  less  liberal  basis  than  in  those  for  old-age  assistance  and 
aid  to  the  blind.  The  1950  amendments  will  help  bring  the  average 
payment  more  nearly  in  line  with  the  averages  in  old-age  assistance 
and  aid  to  the  blind. 

Toward  the  close  of  the  fiscal  year,  shortages  in  State  and  local  funds 
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for  aid  to  dependent  children  became  acute  and  payments  to  many 
families  were  sharply  reduced.  For  the  country  as  a  whole,  the  June 
1950  average  payment  per  family  was  nearly  $3  below  that  in  March. 
A  drop  of  more  than  $1.50  occurred  in  22  States;  in  8  of  them  it 
amounted  to  more  than  $6.  Although  the  reductions  were  based  on 
repricing  surveys  in  a  few  States,  in  general  the  lower  payments  rep- 
resented cuts  in  the  percent  of  need  met.  The  1950  amendments, 
which  for  the  first  time  give  special  recognition  to  the  needs  of  an 
adult  caring  for  a  child,  should  greatly  ameliorate  this  situation. 

The  State  programs  continue  to  vary  widely  in  the  amount  of 
assistance  paid  and  in  the  relative  number  of  children  aided.  At  the 
close  of  the  fiscal  year,  the  average  payment  per  person  in  the  State 
with  the  highest  average  was  more  than  four  times  the  lowest  State 
average.  Similarly,  in  December  1949  the  number  of  children  aided 
in  relation  to  the  child  population  in  the  State  with  the  highest  re- 
cipient rate  was  seven  times  that  in  the  State  with  the  lowest. 

Aid  to  the  hUnd.—In  June  1950,  more  than  77,000  blind  persons 
were  receiving  aid  to  the  blind  under  Federal-State  programs.  In 
addition,  about  18,000  persons  were  receiving  aid  to  the  blind  or 
blind  pensions  in  Missouri,  Nevada,  and  Pennsylvania,  under  pro- 
grams operated  without  Federal  aid.  These  95,000  persons  probably 
represent  between  a  third  and  two-fifths  of  all  blind  persons  in  the 
Nation. 

Aid  to  the  blind  in  States  receiving  Federal  funds  may  be  available 
not  only  to  persons  who  are  totally  blind  or  can  perceive  only  light 
or  motion,  but  also  to  those  with  some  ability  to  see,  though  too  little 
to  permit  them  to  do  effectively  any  kind  of  work  for  which  sight  is 
essential.  In  addition  to  those  on  the  aid  to  the  blind  rolls,  many 
other  blind  persons  are  undoubtedly  receiving  old-age  assistance, 
since  blindness  is  closely  associated  with  the  aging  process.  The  pro- 
gressive increase  in  the  relative  number  of  older  persons  in  the  popula- 
tion will  result  in  an  increased  amount  of  blindness  in  future  years, 
unless  medical  care  and  other  preventive  measures  offset  the  effects 
of  aging. 

In  the  fiscal  year,  expenditures  for  aid  to  the  blind  totaled  about 
$42.2  million  in  States  with  approved  plans.  Of  this  amount,  the 
Federal  Government  contributed  $21.9  million. 

At  the  end  of  the  fiscal  year,  recipients  of  aid  to  the  blind  were  get- 
ting an  average  of  nearly  $48  monthly  in  the  States  with  federally 
aided  programs.  Payments  ranged  from  an  average  of  only  $23  in 
Alabama  to  $83  in  California. 

General  assistance. — State-local  general  assistance  programs  pro- 
vide for  needy  persons  who  do  not  qualify  for  the  three  types  of  aid 
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provided  by  the  Social  Security  Act  and  for  some  persons  getting  aid 
under  one  of  the  other  programs  but  not  enough  to  meet  their  needs. 

At  the  close  of  the  fiscal  year,  about  1.1  milUon  persons  in  more 
than  one-half  million  "cases"  were  getting  general  assistance.  The 
number  of  cases  was  about  one-seventh  greater  than  in  June  1949. 

During  the  year,  a  relatively  high  rate  of  unemployment  in  many 
areas,  accentuated  by  strikes  in  the  steel,  coal,  and  automobile  indus- 
tries, resulted  in  increased  need  for  general  assistance.  In  some 
States  the  temporary  discontinuance  of  benefits  under  the  United  Mine 
Workers  welfare  and  retirement  fund  increased  the  rolls,  not  only  for 
general  assistance  but  also  for  old-age  assistance  and  aid  to  dependent 
children. 

The  most  drastic  increases  in  general  assistance  loads  occurred  in 
Hawaii  and  Ehode  Island,  where  unemployment  was  severe  and  con- 
tinuous. The  strikes  in  the  steel  and  coal  mining  industries  and  the 
lay-offs  in  other  industries  because  of  material  shortages  resulting 
from  the  work  stoppages  had  the  most  pronounced  effect  in  Pennsyl- 
vania. West  Virginia's  general  assistance  program  was  especially 
hard  hit  by  the  temporary  discontinuance  of  the  United  Mine  Work- 
ers benefits. 

Of  the  civilian  population  of  the  country,  about  1  in  100  persons  was 
being  aided  through  general  assistance  in  December  1949.  The  rate 
in  Rhode  Island  was  more  than  50  times  that  of  Mississippi. 

In  June  1950,  general  assistance  payments  in  the  Nation  averaged 
$46  per  case,  or  approximately  $22  per  person.  The  diversity  in  State 
programs  is  apparent  in  levels  of  payments  as  well  as  in  the  relative 
size  of  case  loads.  The  highest  average  payment  per  case  was  six 
times  the  lowest  State  average. 

In  15  States,  general  assistance  programs  were  financed  wholly  from 
local  funds.  In  the  other  36  States,  the  State  share  was  under  25 
percent  in  6  States;  25-50  percent  in  8  States;  50-75  percent  in  7 
States ;  and  more  than  75  percent  in  15  States. 

In  the  States  that  give  little  or  no  financial  help  to  the  communi- 
ties toward  general  assistance,  there  is  also  little  or  no  State  super- 
vision of  administration.  Each  community  tends  to  establish  its  own 
conditions  of  eligibility  and  its  own  standards  of  assistance.  In 
many  communities,  real-estate  taxes,  already  heavily  supporting  other 
community  services,  are  the  principal  sources  of  revenue.  In  a  great 
many  communities  throughout  the  Nation,  conditions  of  eligibility  for 
general  assistance  are  highly  restrictive  and  the  amount  of  assistance 
available  to  those  who  qualify  for  help  is  extremely  meager. 

The  new  provisions  for  State-Federal  programs  of  aid  to  the 
permanently  and  totally  disabled  will  take  care  of  many  persons  now 
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on  the  general  assistance  rolls  and  reduce  still  further  the  demands 
upon  general  assistance  as  a  "catch  all"  in  caring  for  persons  who  can- 
not qualify  for  insurance  benefits  or  other  types  of  assistance. 

EQUITY  AND  OBJECTIVITY  IN  ADMINISTRATION 

The  Social  Security  Act  is  intended  to  aid  the  States  in  furnishing 
adequate  assistance  to  needy  persons.  Implicit  in  the  act  are  re- 
quirements that  the  States  shall  administer  the  programs  so  that 
persons  in  similar  circumstances  are  treated  similarly.  The  require- 
ments of  equity  and  objectivity  are  of  critical  importance  in  adminis- 
tering the  assistance  programs.  They  give  assurance  that  applicants 
for  assistance  will  have  their  eligibility  determined  by  the  same  stand- 
ards wherever  they  live  in  the  State,  and  that  assistance  received  will 
be  related  to  the  extent  of  their  need.  The  Bureau  of  Public  Assist- 
ance believes  that  persons  who  are  disadvantaged  by  having  insuffi- 
cient money  to  meet  their  current  requirements  should  be  assured  of 
treatment  by  their  government  which  respects  their  rights  as  citizens 
in  the  community  and  as  individuals. 

The  Bureau  has  concentrated  its  efforts  on  the  development  of 
policies  which  assure  each  individual  the  right  to  apply  for  assistance 
if  he  believes  that  he  is  eligible  and  to  prompt  payment  of  assistance 
once  eligibility  is  established.  Other  policies  have  been  directed  to 
the  most  critical  area  of  assistance  administration — the  determination 
of  need  and  the  amount  of  payment.  Bureau  policies  and  field  service 
effort  of  the  Bureau  staff  have  been  designed  to  encourage  and  help 
the  State  welfare  agencies  to  assume  an  even  greater  responsibility 
by  promulgating  policies  that  are  clear  and  that  can  readily  be  applied 
by  local  staff  and  by  enforcing  these  policies  uniformly  throughout 
the  State. 

The  findings  of  the  administrative  review,  the  Bureau's  continuing 
examination  of  State  and  local  public  assistance  administration,  re- 
veal that  significant  progress  has  been  made  by  the  States  in  develop- 
ing and  applying  State-wide  standards  in  many  areas  of  public 
assistance  administration.  Such  progress,  however,  was  not  uniform 
throughout  the  country.  While  the  role  of  a  sound  plan  in  leading 
to  sound  practice  seems  to  be  firmly  established,  operations  in  some 
States  lag  behind  the  objectives  set  forth  in  the  State  plan  submitted 
to  the  Bureau.  States  in  which  the  policies  are  not  definite  and  the 
procedures  not  clear  have  made  notably  less  progress  toward  an 
equitable  assistance  program  than  the  States  that  have  established 
a  well-considered  plan  of  operation.  It  is  in  recognition  of  this  fact 
that  the  Bureau  has  stressed  to  the  States  the  importance  of  develop- 
ing clear  and  objective  instructions  to  be  used  by  the  local  staff  in 
the  State. 
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State  plan  material  submitted  this  year  showed  improvement  in  the 
assurance  it  gives  to  all  persons  of  the  opportunity  to  apply.  Al- 
though not  all  States  were  able  to  carry  out  this  part  of  their  plan, 
because  of  inadequate  funds,  the  evidence  is  that  the  instances  in 
which  the  opportunity  to  apply  for  assistance  has  been  delayed  or 
limited  are  fewer  and  less  serious.  Some  State  agencies  have  made 
notable  progress  toward  shortening  the  period  of  time  between  the 
application  for  aid  and  the  decision  on  the  application.  The  major- 
ity of  agencies  have  improved  the  recording  of  the  facts  necessary  to 
support  the  validity  of  decisions  regarding  eligibility  or  ineligibility. 

The  Federal  requirement  that  in  each  instance  the  State  agency 
must  redetermine,  at  least  once  a  year,  the  continuing  eligibility  of 
recipients,  including  follow-up  investigations  as  required,  has  been 
fulfilled  in  nearly  all  States. 

In  policies  governing  the  determination  of  need.  State  plans  are 
continuing  to  specify  more  consumption  items  that  must  be  included 
and  fewer  items  that  are  optional  and  thus  left  to  the  judgment  of 
the  local  worker.  The  States  are  giving  increasing  attention  to 
policies  about  consideration  of  income  and  resources.  State  plans  are 
specifying  more  definitely  the  amount  of  property  that  can  be  re- 
tained by  otherwise  eligible  applicants.  More  plans  are  setting  up 
a  uniform  method  for  establishing  the  value  of  property.  Practically 
all  plans  define  what  is  meant  by  "available  income  and  resources." 
The  great  majority  of  States  now  write  into  their  plans  procedures 
to  ensure  fair  hearings  in  accordance  with  Federal  requirements. 

STAFF  DEVELOPMENT  ACTIVITIES 

Over  the  years,  requests  from  State  public  assistance  agencies  for 
help  in  training  employees  have  become  increasingly  frequent  and 
urgent.  They  are  particularly  concerned  about  how  to  obtain  quali- 
fied social  workers  in  the  local  agencies,  which  have  the  responsibility 
of  dealing  directly  with  difficult  problems  affecting  the  well-being  of 
needy  individuals. 

The  development  of  the  group  method  of  teaching  during  recent 
years  prompted  the  Bureau  of  Public  Assistance  to  place  more  em- 
phasis on  consultation  to  groups  of  States.  During  the  year,  the 
Bureau  gave  group  consultation  on  subjects  requested  by  the  State 
agencies — case  clinics  for  visitors,  training  centers,  student  field  work, 
and  case  recording.  Kegional  conferences  were  held  to  discuss  State 
field  supervision  and  staff  development.  The  effectiveness  of  such 
group  consultation  was  indicated  by  the  number  of  agencies  that  sent 
representatives  to  the  meetings.  A  beginning  was  made  during  the 
year  in  the  study  and  use  of  audio-visual  aids  in  training  public  assist- 
ance staffs. 
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As  in  preceding  years,  the  Bureau  published  working  materials 
in  the  area  of  staff  development  for  the  primary  use  of  State  and  local 
agencies.  The  agencies  requested  standards  for  training  programs 
and  information  about  methods  used  in  other  States  to  achieve  effec- 
tive staff  performance  in  the  administration  of  the  public  assistance 
programs.  As  has  always  been  the  case,  these  publications  grew  out 
of  current  administrative  practice  and  supplemented  the  consultation 
given  through  field  visits. 

The  Bureau  of  Public  Assistance  and  the  Children's  Bureau  jointly 
sponsored  a  survey  of  salaries  and  working  conditions  of  personnel 
in  social  work  positions  in  public  welfare  agencies.  This  survey  was 
one  segment  of  a  broader,  Nation-wide  survey  being  conducted  by  the 
Bureau  of  Labor  Statistics  in  other  public  agencies  and  in  private 
agencies.  Through  this  study,  for  the  first  time,  information  will 
be  available  on  the  educational  background  of  such  personnel  and 
the  length  and  types  of  their  experience  in  social  work  and  other  posi- 
tions. This  information  will  be  useful  to  the  States  in  formulating 
their  training  programs  and  to  the  Bureau  in  providing  consultation 
on  such  programs. 

Another  aspect  of  training  activity  was  the  meetings  of  the  Com- 
mittee on  Training  and  Personnel,  which  is  advisory  to  the  Children's 
Bureau  and  the  Bureau  of  Public  Assistance.  This  committee  con- 
tinued its  work  on  a  project  to  analyze  and  record  knowledge,  skills, 
and  personal  qualities  needed  for  effective  performance  in  social  work 
positions  in  public  welfare. 

PUBLICATIONS  AND  REPORTS 

During  the  year,  the  Bureau  continued  to  issue  publications  and 
reports  on  important  aspects  of  the  program.  For  administrative  and 
congressional  use  and  for  public  information,  analytical  materials 
were  prepared  on  the  operations  of  State  public  assistance  agencies 
and  on  proposed  changes  in  Federal  legislation  relating  to  public 
assistance.  Comprehensive  statistical  reports  on  public  assistance 
operations  were  released  regularly  and  the  results  of  special  studies 
were  published  during  the  year.  Eeports  were  issued  relating  to 
sources  of  revenue  for  the  State  share  of  public  assistance  in  the 
fiscal  year  1948  and  to  the  characteristics  of  aid  to  dependent  children 
families  in  a  postwar  year.  In  cooperation  with  the  Bureau  of  Old- 
Age  and  Survivors  Insurance  and  State  public  assistance  agencies, 
a  special  study  was  conducted  on  the  status  of  old-age  assistance 
recipients  in  relation  to  old-age  and  survivors  insurance  to  supply  a 
basis  for  estimating  the  effects  on  old-age  assistance  of  changes  in 
old-age  and  survivors  insurance  coverage  and  benefits.  Technical 
consultation  was  supplied  to  State  public  assistance  agencies  in  the 
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development  of  information  essential  in  controlling  program  opera- 
tions, estimating  and  justifying  need  for  funds,  measuring  the  effects 
of  policies  and  social  and  economic  conditions,  establishing  standards, 
and  appraising  proposals  for  changes  in  law  and  policy. 

Staff  development  materials  were  also  issued  during  the  year. 
These  included  publications  on  training  centers,  regional  conferences, 
and  case  recording  in  public  assistance  administration.  The  quar- 
terly publication  on  hearings  in  public  assistance  based  upon  State 
experience  was  continued.  A  new  series  of  publications  initiated 
during  the  year  presents  illustrations  of  State  methods  and  procedures 
in  the  administration  of  the  assistance  programs.  This  series  is 
an  additional  medium  for  making  generally  available  the  experience 
of  individual  States  in  the  administration  of  public  assistance. 

RELATIONS  WITH  NATIONAL  ORGANIZATIONS 

At  the  close  of  the  fiscal  year,  several  members  of  the  Bureau  staff 
were  actively  at  work  in  planning  for  the  National  Conference  on 
Aging,  called  by  the  Administrator  at  the  request  of  the  President. 
This  Conference,  held  in  August  1950,  was  an  outgrowth  of  the 
Intra- Agency  Committee  on  the  Aging  established  in  1949,  of  which 
the  Director  of  the  Bureau  is  Chairman  and  a  staff  member  is  Secre- 
tary. Other  Bureau  staff  members  are  serving  on  various  committees 
of  the  Midcentury  Wliite  House  Conference  on  Children  and  Youth. 

In  October  1949  the  Bureau  called  a  meeting  of  a  group  of  repre- 
sentatives of  national  private  agencies  having  institutional  programs 
for  the  aged.  The  meeting  was  the  outgrowth  of  4  years  of  discus- 
sion on  the  extension  of  sheltered  care  and  other  services  to  recipients 
of  old-age  assistance  and  aid  to  the  blind.  These  meetings  have 
brought  about  a  close  understanding  and  working  relationship  be- 
tween the  Bureau  and  the  private  groups  in  dealing  with  aspects  of 
the  assistance  program  of  mutual  concern. 

During  the  year  the  Bureau  Director  and  other  members  of  the 
staff  participated  in  programs  of  the  National  Conference  of  Social 
A¥ork,  the  National  Social  Welfare  Assembly,  the  American  Public 
Welfare  Association,  the  American  Association  of  Schools  of  Social 
Work,  the  Community  Chests  and  Councils,  and  other  private  social 
welfare  agencies.  These  meetings,  despite  the  additional  pressure 
of  work  they  place  on  the  Bureau  staff,  are  of  value,  the  Bureau 
believes,  in  bringing  about  effective  cooperation  between  programs 
of  public  and  private  welfare  agencies. 

SOCIAL  WELFARE  AROUND  THE  WORLD 

Social  policies  continued  to  be  emphasized  in  determining  and  pro- 
moting the  objectives  of  the  United  States  in  international  relations. 


46  Annual  Report,  Federal  Security  Agency,  1950 

Within  the  Social  Security  Administration  the  Bureau  shared  respon- 
sibility for  consulting  with  and  assisting  the  Department  of  State  in 
considering  and  taking  action  on  social  welfare  questions  arising  from 
the  relations  of  the  United  States  with  international  organizations 
and  other  governments.  The  Director  of  the  Bureau  served  as  the 
alternative  member  for  the  United  States  at  meetings  of  the  Sixth 
Session  of  the  Social  Commission  of  the  United  Nations  when  the 
Commission  was  discussing  international  action  on  various  social  wel- 
fare questions.  As  Acting  Chairman,  the  Director  also  presided  at 
meetings  of  the  Subcommittee  on  Social  Welfare  of  the  Interdepart- 
mental Committee  on  International  Social  Policy. 

The  Bureau  arranged  training  programs  for  35  social  welfare 
specialists  from  19  countries  who  came  under  the  auspices  of  the 
United  Nations,  the  cultural  exchange  program  of  the  Department  of 
National  Defense  for  occupied  areas,  and  the  scientific  and  cultural 
cooperation  program  (Public  Law  402,  80th  Cong.).  A  staff  mem- 
ber participated  in  a  social  welfare  study  in  Mexico.  The  Bureau 
participated  in  planning  for  anticipated  expansion  of  social  welfare 
aspects  of  technical  assistance  under  the  Point  Four  program. 

To  bring  to  bear  on  its  international  activities  the  representative 
thinking  of  social  workers  from  voluntary  organizations  and  public 
departments,  and  to  coordinate  its  international  activities  with  those 
of  other  organizations,  Bureau  staff  participated  in  committees  on 
international  affairs  and  working  groups  of  the  National  Social  Wel- 
fare Assembly  and  of  other  national  organizations.  One  of  the  Bu- 
reau's primary  aims  in  all  its  international  activities  has  been  to 
stimulate  closer  collaboration  and  exchange  between  social  workers 
in  the  United  States  and  abroad. 

Improving  Public  Assistance 

Changes  made  in  the  old-age  and  survivors  insurance  program 
make  it  possible  that,  in  the  foreseeable  future,  the  insurance  program 
will  assume  its  proper  role  as  the  major  or  primary  defense  against 
loss  of  income.  It  can  be  expected,  therefore,  that  the  numbers 
dependent  on  public  assistance  for  causes  covered  by  old-age  and 
survivors  insurance  will  decline  from  the  present  levels.  As  this  occurs, 
the  public  assistance  programs  will  increasingly  be  able  to  assume 
their  proper  role  as  residual  and  supplementary  programs  designed 
to  meet  the  particular  needs  of  individual  people  who  are  not  covered, 
or  whose  needs  are  in  excess  of  benefits  paid,  by  insurance  programs. 
Under  the  revised  social  insurance  program,  benefits  will  materially 
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help  many  people  to  meet  their  basic  needs,  particularly  those  who 
have  private  income  and  savings.  Many  people,  however,  approach 
old  age  with  little  or  no  private  income  or  savings.  Social  insurance 
benefits  for  these  individuals,  and  even  for  some  of  the  people  who 
have  income  and  savings,  may  not  be  sufficient  when  their  requirements, 
such  as  medical  care  or  care  in  a  nursing  home,  are  costly,  and  thus 
supplementation  by  assistance  may  still  be  needed. 

Many  of  the  economic  risks  which  people  face,  moreover,  are  not 
now  subject  to  social  insurance  protection,  and  many  are  of  such 
a  nature  that  insurance  coverage  is  not  feasible.  The  present  old- 
age  and  survivors  insurance  program  has  little  if  any  effect  on  the 
number  of  persons  dependent  for  reasons  other  than  old  age  or  death 
of  the  wage  earner.  Dependency  caused  by  illness  is  not  yet  covered 
by  insurance  protection  except  in  the  few  States  where  disability 
insurance  programs  are  in  operation.  Dependency  stemming  from 
desertion,  nonsupport,  or  illegitimacy  is  not  suitable  for  insurance 
protection. 

As  assistance  administration  is  relieved  of  the  strains  of  dealing 
with  ever  mounting  caseloads  and  expenditures,  it  can  increasingly 
turn  its  attention  to  the  quality  of  the  help  assistance  agencies  give 
through  welfare  services  to  needy  people.  The  assistance  program 
should  become  more  effective  in  helping  people  meet  their  particular 
needs  in  ways  which  will  help  them  regain  control  of  their  own  living. 
Public  welfare  agencies  should  also  be  able  to  aid  in  making  com- 
munity resources  available  so  that  the  people  can  carry  out  plans  for 
their  own  rehabilitation  and  increase  their  ability  to  meet  and  deal 
with  their  own  personal  problems.  To  give  this  kind  of  service  will 
bring  the  public  assistance  programs  closer  to  a  realization  of  their 
real  purpose  and  potentialities. 

Already,  through  the  Social  Security  Act,  substantial  progress  has 
been  made  toward  assuring  the  people  of  this  Nation  that  freedom 
from  want  is  a  genuine  reality.  Increasingly,  too,  the  welfare  depart- 
ments are  giving  the  kinds  of  service  to  people  which  often  is  unavail- 
able elsewhere.  The  grant-in-aid  device  offers  a  means  of  extending 
these  programs  of  assistance  and  service  as  one  aspect  of  democracy's 
determination  to  promote  the  welfare  of  its  people. 

GENERAL  ASSISTANCE 

Fifteen  years  of  experience  in  administering  the  public  assistance 
programs  has  convinced  the  Social  Security  Administration  of  the 
need  for  a  broader  coverage  in  the  State-Federal  assistance  programs. 
The  greatest  unmet  need  occurs  in  the  field  of  general  assistance. 
Inasmuch  as  there  are  no  Federal  grants-in-aid  available  to  the  States 


48 


Annual  Report,  Federal  Security  Agency,  1950 


for  general  assistance,  each  State  is  left  to  carry  alone  what  it  can 
afford  to  do  for  needy  persons  who  do  not  otherwise  quahfy  for  old- 
age  assistance,  aid  to  dependent  children,  aid  to  the  blind,  or  aid  to 
the  permanently  and  totally  disabled.  In  some  high-income  States, 
where  there  is  adequate  financing  and  a  long  tradition  of  care  of  de- 
pendents, the  general  assistance  program  has  been  adequate  to  meet 
the  needs.  Unfortunately,  however.  States  with  limited  resources 
have  had  to  choose  between  spending  their  inadequate  public  welfare 
funds  in  such  a  way  as  to  attract  Federal  funds  or  to  expend  their 
funds  for  general  assistance  and  receive  no  supporting  Federal  finan- 
cial help.  The  enactment  of  the  new  category  for  the  permanently 
and  totally  disabled  will  not  relieve  this  situation.  Persons  who  are 
disabled  but  not  permanently  or  totally,  the  prematurely  aged,  the 
unemployed,  and  the  underemployed  will  continue  to  depend  upon 
what  the  States,  unaided  by  Federal  funds,  are  able  to  do  for  them. 
Grants  to  the  States  for  general  assistance  are  urgently  needed  to  en- 
able them  to  assist  needy  persons  ineligible  under  the  other  cate- 
gories. The  Social  Security  Administration  recommends  that  Con- 
gress enact  such  a  program. 

Once  the  social  insurance  program  becomes  more  fully  mature,  the 
number  of  persons  dependent  upon  the  public  assistance  programs 
for  causes  covered  by  insurance  will,  undoubtedly,  decline  from  pres- 
ent levels.  Although  the  cost  of  public  assistance  may  decline  as 
time  progresses,  the  need  for  a  comprehensive  coverage  will  continue 
to  be  urgent.  Inadequate  coverage  of  the  public  assistance  programs 
is  costly  to  the  Nation  in  terms  of  the  ultimate  consequence  of  neglect 
of  poverty.  Ill  health,  maladjustment  leading  to  delinquency  and 
other  antisocial  behavior,  and  a  high  incidence  of  expensive  institu- 
tional commitments  are  inevitable  consequences  of  unrelieved  poverty. 
For  these  reasons,  it  is  essential  that  the  assistance  program  be  broad- 
ened to  include  needy  persons  not  now  aided. 

RESIDENCE  AND  CITIZENSHIP  REQUIREMENTS 

Considerable  progress  has  been  made  by  States  in  eliminating  re- 
strictive conditions  of  eligibility  from  their  public  assistance  pro- 
grams. Many  States,  however,  still  impose  residence  and  citizenship 
requirements.  In  our  modern  society  with  its  mobile  population, 
residence  requirements  are  an  anachronism  and,  like  citizenship  re- 
quirements, they  work  great  hardship  and  prevent  needy  and  other- 
wise eligible  persons  from  obtaining  aid.  The  Federal  law  does  not 
require  the  States  to  have  such  requirements  but  it  does  not  prohibit 
them  from  imposing  those  restrictions.  To  fulfill  the  objective  of  hav- 
ing assistance  available  to  needy  people,  residence  and  citizenship  re- 
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quirements  should  be  prohibited  in  State  public  assistance  programs 
approved  under  the  Social  Security  Act. 

EQUALIZING  GRANTS 

Adequacy  of  assistance  payments  is  essential  to  any  public  aid 
program.  The  Social  Security  Administration  has  been  greatly  con- 
cerned over  the  level  of  payments  which  some  States  are  now  making 
to  assistance  recipients.  States  with  low  per  capita  income  are  not 
only  limited  in  the  tax  revenue  they  can  raise,  but  often  have  a  rela- 
tively high  proportion  of  people  who  need  public  aid.  The  Admin- 
istration again  recommends  that  the  formula  governing  the  Federal 
share  of  assistance  programs  be  changed  so  as  to  provide  for  a  more 
equitable  distribution  of  Federal  funds,  taking  into  account  the  fiscal 
ability  of  the  various  States  and  their  public  assistance  needs. 

SEPARATE  FINANCING  OF  MEDICAL  CARE 

To  be  adequate,  assistance  must  recognize  the  need  recipients  have 
for  medical  care.  Indigent  persons  as  a  group  need  more  medical 
care  than  do  self-supporting  people.  Illness  and  disability  are  fre- 
quently the  causes  of  need  and  dependency.  The  Social  Security 
Administration  welcomes  the  amendment  enabling  the  Federal  Gov- 
ernment to  share  in  the  cost  of  medical  payments  made  directly  to  the 
suppliers  of  medical  service.  It  is  to  be  hoped  that  Congress  will 
establish  a  method  of  financing  these  payments  that  would  give  funds 
to  the  States  in  addition  to  those  available  for  money  payments  made 
to  recipients.  Such  a  step  would  recognize  the  fact  that  costs  of 
medical  care  are  above  and  beyond  the  usual  maintenance  needs  of 
recipients.  Without  provision  for  separate  financing  of  the  cost  of 
medical  care.  Federal  participation  will  be  available  only  when  such 
payments  are  made  within  the  regular  individual  maximum  previously 
applicable  only  to  the  money  payment.  The  additional  amount  thus 
available  for  medical  care  will  be  very  limited.  The  Social  Security 
Administration  therefore  recommends  separate  financing  of  medical 
care  based  on  an  average  maximum  amount. 

SEPARATE  FINANCING  OF  WELFARE  SERVICES 

Increasingly,  the  local  welfare  departments  are  becoming  a  focal 
point  for  services  to  residents  of  the  community.  A  large  proportion 
of  our  population  lives  within  areas  not  served  by  private  social  welfare 
agencies.  These  people  look  to  the  local  welfare  department  for  infor- 
mation and  advice  with  respect  to  community  resources  available  to 
meet  their  problems.  Even  in  the  urban  areas  the  complexities  of  the 
problem  and  the  inadequacies  of  their  finances  make  it  difficult  for 
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private  welfare  agencies  to  meet  all  the  demands  placed  upon  them. 
The  public  welfare  department  should  be  a  place  where  people  can 
go,  not  only  for  financial  aid  but  also  for  help  with  family  welfare 
problems  not  related  to  economic  need.  In  the  social  security  hear- 
ings held  in  1949  before  the  Ways  and  Means  Committee,  many  persons 
spoke  of  the  r.eed  for  Federal  grants-in-aid  to  the  States  for  welfare 
services  including  homemaker  service.  As  a  result  of  such  testimony, 
Congress  increased  considerably  the  amount  available  to  the  States 
in  the  form  of  grants  for  child  welfare  services.  With  respect  to 
adult  and  family  welfare  services,  the  Ways  and  Means  Committee 
encouraged  the  States  to  make  such  services  available  to  applicants 
and  recipients  of  assistance  as  a  part  of  the  cost  of  administration, 
which  the  Federal  Government  shares  with  the  States.  The  Social 
Security  Administration  further  recommends  a  separate  Federal  grant 
to  the  States  for  the  provision  of  family  welfare  services.  The  pro- 
gram could  thus  be  made  available  to  persons  who  are  not  applicants 
or  recipients  of  assistance.  Well- administered  welfare  services  often 
prevent  dependency  and  thus  reduce  the  need  for  public  assistance. 

Children's  Bureau 

The  year  1950  was  a  significant  point  in  history  for  children  in 
the  United  States. 

Our  child  population  reached  an  all-time  high  in  1949. 

No  earlier  year  in  our  history  witnessed  such  mobilization  of  citizen 
concern  for  children,  focused  this  time  on  the  White  House  Con- 
ference on  Children  and  Youth,  called  by  the  President  of  the  United 
States  and  scheduled  to  meet  in  Washington  in  December  1950. 

The  Eighty-first  Congress  had  before  it  more  measures  of  direct 
benefit  to  children  than  any  previous  Congress.  Though  few  of  these 
measures  had  become  law  by  the  close  of  the  fiscal  year,  their  number 
and  variety  of  approach  to  children's  problems  testified  to  the  desire 
of  many  citizens  for  greater  help  from  their  Federal  Government  in 
advancing  the  well-being  of  children. 

Many  developments  during  the  year  showed  the  tenacity  and  sound- 
ness of  the  American  tradition  of  using  private  associations,  as  well 
as  government,  in  the  solution  of  children's  problems.  Kelationships 
between  public  and  private  agencies  in  many  instances  were  examined, 
in  some  improved. 

Never  before  was  it  as  safe  for  mothers  to  have  babies.  Never  before 
have  children  had  as  great  likelihood  of  surviving  the  physical  hazards 
of  birth  and  of  contagious  diseases  during  their  growing  years.     With 
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the  conquest  of  these  diseases  now  within  sight,  the  problems  of  emo- 
tional and  mental  growth  and  development  stand  out  as  the  most 
pervasive  challenge  of  our  time,  in  the  broad  field  of  child  well-being. 

In  our  developing  social  services  for  children  there  is  increasing 
awareness  that  such  services  too  long  have  had  to  wait  until  serious 
damage  was  done  a  child;  that  more  ways  must  be  found  to  reach 
children  in  their  own  homes  before  they  are  emotionally  hurt. 

An  understanding  of  the  processes  of  normal  growth  and  develop- 
ment, it  is  seen,  is  basic  to  all  professions  dealing  with  children,  both 
children  who  are  sick  and  those  who  are  well.  With  tliis  has  come  the 
realization  that  our  specialists  can  no  longer  work  effectively  in  isola- 
tion ;  that  each  has  something  to  contribute  to  all  others. 

Never  have  so  many  questions  about  the  way  children  grow,  and 
what  they  need  to  be  buoyantly  healthy,  been  laid  on  the  doorsteps  of 
our  physical,  social,  and  psychological  researchers,  for  answer. 

Public  health  and  welfare  services  reached  more  children  in  various 
ways,  but  in  no  sense  did  they  keep  pace  with  the  great  increase  in 
numbers,  especially  of  very  young  children.  Nor  was  there  any  indi- 
cation that  private  services  expanded  proportionately. 

To  be  worth  anything,  services  for  children  have  to  be  manned  by 
competent  people,  and  it  takes  years  to  train  physicians,  nurses,  social 
workers,  nutritionists,  dentists,  psychologists,  and  psychiatrists. 
Today's  failure  to  keep  pace  with  children's  needs  can  be  chalked 
up,  at  least  in  part,  to  failures  of  years  past  to  build  a  greater  and 
better  corps  of  professional  workers.  Throughout  the  country, 
colleges  and  universities  are  doing  all  they  can  to  multiply  the  num- 
bers and  increase  the  skills  of  people  who  work  with  children.  Yet 
the  demand  for  these  workers  is  still  far  in  excess  of  the  supply. 

Shortly  after  the  close  of  the  fiscal  year,  the  President  signed  the 

1950  amendments  to  the  Social  Security  Act,  which  should  mean  a 
better  chance  for  good  health  and  care  for  tens  of  thousands  of 
children. 

These  amendments  authorized  Congress  to  increase  annual  grants 
for  State  and  local  maternal  and  child  health  services  from  $11 
million  to  $15  million  in  the  fiscal  year  1951  and  to  $16.5  million  in 
1952  and  thereafter;  for  services  for  crippled  children,  from  $7.5 
million  to  $12  million  in  1951  and  to  $15  million  in  1952  and  there- 
after ;  for  child  welfare  services,  from  $3.5  million  to  $10  million  in 

1951  and  thereafter.  To  implement  the  new  law,  Congress  appro- 
priated, for  the  remainder  of  the  fiscal  year  1951,  $8,250,000  in  addition 
to  the  total  of  $22  million  authorized  under  the  old  law. 

Enactment  of  H.  R.  6000  (Public  Law  734)  reaffirms  the  basic  prin- 
ciple of  the  original  Social  Security  Act  about  which  a  Senate  report 
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said  in  1935 :  "The  heart  of  any  program  for  social  security  must  be 
the  child.  All  parts  of  the  Social  Security  Act  are  in  a  very  real 
sense  measures  for  the  security  of  children."  This  act  recognizes  that 
if  children  are  to  have  the  chance  to  grow  as  happy,  healthy  individ- 
uals, they  need  not  only  family  economic  security ;  they  must  have 
the  informed  and  sympathetic  help,  too,  of  doctors,  nurses,  social 
workers,  and  other  skilled  people  when  they  need  it. 

Progress  and  Problems  in  Child  Welfare  and  Health 

Citizens  who  have  broad  national  concern  about  the  well-being  of 
our  next  generation  work  and  plan  against  the  background  of  such 
facts  as  these,  gathered  by  the  Children's  Bureau  from  its  own  studies 
and  from  many  Federal  agencies : 

The  United  States  has  more  children  than  it  ever  had:  48  million  under  18 
years  of  age  in  the  calendar  year  1949.  That  is  16  percent  more  than  in  1940 
and  3  percent  more  than  in  1948.  Children  under  5  totaled  17  million,  46  percent 
more  than  in  1940. 

We  now  have  more  city  than  rural  children.  In  1949,  52  percent  of  all  children 
lived  in  places  of  2,500  population  or  over.    In  1940,  the  percentage  was  49. 

Th&  Urth  rate  is  down  from  the  peak.  From  its  peak  of  25.8  per  1,000  popu- 
lation in  1947,  the  birth  rate  dropped  to  24.2  in  1948.  The  provisional  rate  tor 
1949  was  24.1  There  were  3,535,000  registered  live  births  in  1948;  2,360,000 
in  1940. 

We  have  more  families.  Against  the  32.2  million  families  we  had  in  1940,  the 
total  for  1949  was  38.5  million. 

Many  children  lack  parental  care.  Pour  million  children  under  18  years  of 
age  in  1948 — one  out  of  12 — were  living  with  only  one  parent.  Two  million  were 
living  with  neither  parent :  of  these,  1.7  million  were  with  relatives  other  than 
parents ;  the  remainder,  with  foster  parents  or  in  institutions. 

Births  out  of  tDCdlock  show  an  increase.  Depression  and  war  years  saw  a 
major  increase  both  in  the  number  and  rate  of  births  out  of  wedlock.  The 
number  increased  from  87,900  in  1938  to  131,900  in  1947,  and  then  dropped 
slightly  to  129,700  in  1948.  The  rate  rose  from  7.0  per  thousand  unmarried 
women  15  to  44  years  of  age  in  1938  to  12.7  in  1948.  Two  out  of  five  of  these 
babies  in  1948  were  born  to  teen-age  mothers. 

More  adoptions  are  taking  place.  Some  75,000  petitions  for  adoption  were 
filed  in  1948.  This  was  half  as  much  again  as  the  number  in  1944.  Half  of  the 
children  were  petitioned  for  by  unrelated  persons.  Over  half,  55  percent,  had 
been  placed  in  adoptive  homes  without  benefit  of  a  recognized  child  welfare 
agency.  Three-fourths  of  all  the  children  were  under  6  years  of  age ;  45  percent 
under  2  years ;  and  19  percent,  under  6  months. 

Most  children  live  in  low  or  moderate-income  families.  One-fourth  of  all 
children  in  1948  were  living  in  families  with  incomes  of  less  than  $2,000.  Almost 
half  were  in  families  with  incomes  of  less  than  $3,000. 

Many  mothers  are  employed.  1.6  million  married  women  with  children  under 
6  years  of  age  (13  percent  of  a  total  of  12.5  million  such  mothers)  were  in  the 
labor  force  in  April  1949.  Out  of  a  total  of  21.3  million  married  women  with 
children  under  18  in  1949,  4.3  million  or  20  percent  were  in  the  labor  force.  In 
1940,  the  percentage  was  9. 
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We  are  saving  more  lives.  Childbearing  is  safer  than  ever.  Fewer  babies  die 
in  their  first  year.  But  maternal,  infant,  and  fetal  deaths  add  up  to  the  third 
leading  cause  of  all  deaths.  In  1948  these  deaths  totaled  190,000,  and  were  ex- 
ceeded only  by  471,000  deaths  from  heart  diseases  and  197,000  from  cancer. 
When  the  problem  of  deaths  associated  with  childbirth  is  broken  into  its  parts, 
it  is  easier  to  see  past  gains  and  future  needs. 

From  1940  to  1948,  maternal  mortality  was  slashed  69  percent  from  3.8  to  1.2 
per  1,000  live  births — a  phenomenal  achievement.  Advance  data  for  1949  sug- 
gest we  may  have  cut  the  rate  still  farther,  to  1.0.  However,  we  are  still  losing 
more  than  3,000  mothers  in  a  year,  and  very  few  need  die.  One  principal  area 
for  improvement  is  with  nonwhite  mothers. 

Not  so  dramatic  but  still  encouraging,  the  drop  in  infant  mortality  from  1940 
to  1948  was  32  percent :  from  47.0  to  32.0  per  1,000  live  births.  (The  provisional 
figure  for  1949  was  31.0.)  The  biggest  decline,  48  percent,  was  for  infants 
more  than  a  month  old.  Less  change,  23  percent,  occurred  in  the  rate  for  the 
first  day  of  life. 

We  still  lost  113,000  babies  in  1948,  possibly  110,000  in  1949.  Many  thousands 
of  these  deaths  are  needless.  Better  care  for  rural  and  for  nonwhite  babies  is 
especially  urgent.  Improving  the  quality  of  prenatal  care  and  care  of  newborn 
babies  will  accomplish  a  great  deal. 

The  eighth  greatest  killer  of  infants  is  premature  birth.  The  death  risk  for 
a  premature  baby  is  about  nine  times  greater  than  for  a  fully-developed  infant. 

Major  gains  have  been  made  in  reducing  the  death  rate  of  preschool  children 
aged  1  through  4.  In  1948,  it  was  1.6  per  1,000,  which  was  45  percent  better 
than  the  1940  rate.  The  nonwhite  rate  was  67  percent  above  the  white  rate  in 
1948.  Among  school-age  children,  5  through  14,  the  mortality  rate  was  0.7  per 
1,000  in  1948,  which  was  37  percent  better  than  the  1940  rate.  Again,  a  better 
.iob  of  life  saving  must  be  done  with  nonwhite  children,  whose  1948  death  rate 
was  40  percent  above  the  white.  Among  preschool  children,  accidents  took 
nearly  twice,  and  among  school-age  children,  six  times  as  many  lives  as  pneumonia 
and  infiuenza,  the  next  leading  cause  of  death. 

School-age  children  need  special  attention.  Among  all  age  groups,  children 
of  school  age  have  been  the  most  neglected,  healthwise,  in  our  country.  In  1949 
there  were  31  million,  aged  5  to  17  years.  These  are  relatively  healthy  years, 
yet  many  defects  that  could  be  easily  detected  and  corrected  go  unnoticed. 

Great  cripplers  are  still  at  ivork.  Epilepsy,  rheumatic  fever,  cerebral  palsy, 
and  poor  sight  and  hearing  continue  to  make  life  burdensome  for  many  thousands 
of  children.  More  people — most  of  them  young — were  stricken  with  polio  in  1949 
than  in  any  previous  year.  Most  severe  outbreaks  in  1949  were  in  Idaho  and 
North  Dakota.  Incidence  for  the  entire  country  was  28.4  cases  per  100,000 
population. 

A  major  offensive  against  congenital  syphilis  was  launched  during  the  year 
jointly  by  the  Venereal  Disease  Division  of  the  Public  Health  Sendee  and  the 
Children's  Bureau.  Some  100,000  children,  aged  10  or  younger,  are  believed  to 
have  this  disease.  About  a  third  of  the  14,000  cases  reported  each  year  are 
children  4  years  old  or  younger.  Negligence  is  the  only  reason  today  for  any 
child  in  the  United  States  to  be  born  with  this  disease.  All  professional  workers 
for  children  are  urged  to  join  forces  with  venereal-disease  control  workers  in 
finding  every  syphilitic  pregnant  woman  and  helping  her  to  get  treatment. 

Emotional  and  social  problems  of  children  are  our  greatest  challenge.  One 
of  the  cruder  measures  of  these  problems  is  the  number  of  children  who  come  to 
the  attention  of  juvenile  courts.    The  Children's  Bijreau  estimates  that  some 
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275,000  youngsters  now  come  before  these  courts  each  year  because  of  juvenile 
delinquency.  Although  the  number  of  cases  has  declined  each  year  since  the 
war,  when  juvenile  delinquency  reached  a  high  point,  there  seems  now  to  be  a 
leveling  off  on  a  new  plateau  that  is  much  higher  than  it  was  before  World 
War  II. 

Promoting  emotional  health  in  children  is  obviously  not  just  a  job 
for  doctors  and  social  workers.  Family  economic  insecurity,  lack  of 
good  educational  opportunity,  slums  and  wretched  play  space,  lack  of 
understanding  of  children's  needs  by  parents,  may  all  be  contributors 
to  ill  health  in  children.  Happily  our  health  and  welfare  personnel 
are  seeing  more  clearly  now  than  ever  before  the  interrelationships 
of  their  work  with  the  work  of  people  who  are  tackling  these  other 
economic  and  social  problems. 

The  Children's  Bureau  at  Work  in  1950 

Building  a  good  life  for  children  calls  for  the  cooperative  effort  of 
many  people — families,  neighbors,  and  professional  workers — work- 
ing in  many  ways :  through  individual  initiative,  voluntary  associa- 
tion, and  through  government.  No  one  device  has  a  monopoly  of 
wisdom  or  skills.  Each  is  strengthened  by  close  collaboration  with 
the  others. 

The  Children's  Bureau  was  created  by  act  of  the  people,  through 
their  Congress,  in  1912  to  be  one  of  the  instruments  to  advance  the 
welfare  of  children.  This  Bureau  provides  no  direct  care  to  any  child. 
But  the  facts  it  gathers,  the  grants  to  States  that  it  administers,  and 
the  help  it  gives  to  many  thousands  of  people  who  live  and  work  with 
children,  all  serve  to  promote  the  kind  of  environment  in  which  chil- 
dren can  grow  as  healthy,  happy  human  beings. 

ORGANIZATION  AND  RESOURCES 

Always  a  small  bureau,  as  Federal  Government  units  go,  the  total 
staff  of  the  Children's  Bureau  numbered  only  258  people  in  1950, 116  of 
them  professional  workers.  Program  activities  of  the  Bureau  are 
organized  in  four  divisions :  Research ;  Health  Services ;  Social  Serv- 
ices; and  International  Cooperation.  The  latter  is  financed  with 
funds  from  the  Department  of  State.  Seevnty-five  of  the  profes- 
sional staff  are  at  headquarters  in  Washington ;  the  remainder  are  in 
the  Agency's  10  regional  offices.  The  Bureau's  budget  for  all  research, 
consultation,  reporting,  and  administration  was  $1,481,600. 

INCREASING  KNOWLEDGE 

The  basic  (1912)  act  of  the  Children's  Bureau  directs  it  to  investi- 
gate and  report  "upon  all  matters  pertaining  to  the  welfare  of  chil- 
dren and  child  life  among  all  classes  of  our  people." 
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Everybody  in  the  Bureau  is  a  gatherer  of  facts.  But  the  major 
responsibility  of  the  Bureau  to  ferret  out  new  knowledge  focuses  in 
the  Division  of  Research.  This  Division  uses  its  small  resources  to 
gather  and  distribute  information  about  who  is  doing  research  and 
what  is  under  way.  It  provides  advisory  services  to  others  undertak- 
ing research.  It  performs  original  research.  It  interprets  results  of 
research  to  parents. 

With  the  publication  of  Research  Relating  to  Children^  prepared 
by  the  year-old  Clearinghouse  Branch  of  the  Division  of  Research, 
research  workers  have  for  the  first  time  a  picture  of  studies  relating 
to  children  that  are  going  on  in  laboratories,  clinics,  universities,  and 
other  centers  throughout  the  United  States.  With  this  sizable  book 
on  1,600  investigations,  it  is  possible  to  define  more  clearly  research 
areas  of  greatest  need,  and  to  encourage  interrelated  efforts  in  research. 
The  Division  of  Research  proposes  to  keep  the  record  up  to  date  by 
publishing  supplements  from  time  to  time. 

At  the  top  of  the  very  limited  list  of  research  projects  which  the 
Bureau's  Division  of  Research  was  able  to  develop  during  the  year 
was  its  "prematurity"  study.  Reducing  deaths  of  prematurely  born 
infants  offers  the  greatest  infant  life-saving  possibilities  at  the  pres- 
ent time.  Plans  are  now  complete  for  studying  conditions  under 
which  these  babies  are  born  and  receive  care,  to  see  what  relation  there 
is  between  mortality  and  the  quality  of  hospital  care.  This  pilot 
study  in  one  State  will  be  followed  up  in  other  States  as  feasible. 

Twenty-six  percent  of  1,215  elementary  school  children  examined  in 
St.  Louis,  Mo.,  were  found  to  need  care  of  their  eyes.  •  This  is  the, 
first  finding  from  the  study  conducted  in  1948-49  by  the  Bureau  in 
cooperation  with  the  National  Society  for  the  Prevention  of  Blind- 
ness, the  Missouri  State  Division  of  Health,  the  St.  Louis  Board  of 
Education,  and  Washington  University  School  of  Medicine.  Major 
purpose  of  the  study  was  to  test  the  relative  efficiency  of  various  meth- 
ods of  testing  the  vision  of  children.  Conclusions  are  to  be  published 
shortly. 

The  Cleveland,  Ohio,  program  of  examining  school  children  and 
urging  parents  to  take  their  children  to  dentists  succeeds  in  taking 
care  of  about  half  the  children's  dental  needs.  This  is  one  conclusion 
reached  in  the  Bureau's  study  of  the  records  of  3,700  children  in  one 
of  the  better  dental  programs  for  school  children. 

Plans  for  a  post-mortem  study  of  all  so-called  suffocated  infants, 
to  be  made  in  four  cities,  were  prepared  with  the  help  of  the  Public 
Health  Service  and  expert  consultants  from  outside  the  Government. 

Demands  from  parents  for  more  facts  about  how  children  grow 
emotionally  and  socially  mount  with  the  years.    Indeed,  the  volume 
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of  this  demand  is  one  of  the  healthy  signs  of  the  times.  To  help  in 
meeting  it,  the  Bureau  publishes  results  of  research  and  experience 
in  child  growth  and  development  in  special  bulletins  for  parents  and 
assists  workers  in  parent  education.  During  the  year,  the  25-mil- 
lionth  copy  of  "Infant  Care"  was  given  to  a  mother  in  California. 
The  Bureau's  three  other  bulletins  for  parents,  "Prenatal  Care," 
"Your  Child  from  One  to  Six,"  and  "Your  Child  from  Six  to  Twelve," 
continued  in  heavy  demand.  A  discussion  outline,  based  on  the  latter 
bulletin,  for  use  by  parent  study  groups  was  published.  A  bibliog- 
raphy of  books  for  children,  "For  Your  Children's  Bookshelf,"  was 
brought  up  to  date.  Over  200,000  individual  requests  for  information 
were  answered. 

BUILDING  STATE  AND  LOCAL  CHILDREN'S  SERVICES 

One  of  the  strengths  of  our  grant-in-aid  programs  for  helping 
parents  and  children  with  their  health  and  welfare  problems  is  that 
it  preserves  and  encourages  local  initiative.  Title  V  of  the  Social 
Security  Act  recognizes  the  democratic  principle  that  the  best  way  to 
develop  services  for  children  is  to  move  ahead  when  and  where  people 
are  ready  to  go,  and  not  to  attempt  to  mold  all  areas  of  the  Nation, 
each  with  its  different  cultural,  economic,  social,  and  health  problems, 
to  one  pattern  handed  down  by  the  Federal  Government. 

Under  this  act,  the  Children's  Bureau,  by  delegation  from  the  Fed- 
eral Security  Administrator,  is  directed  to  help  the  States  extend 
and  improve  their  own  and  local  health  and  social  services  for  chil- 
dren.   This  help  is  given  in  money  and  professional  skills. 

Grants. — Under  title  V  of  the  Social  Security  Act  as  it  was  operat- 
ing in  1950,  grants  totaling  $22  million  were  made  to  the  States. 
Each  State's  share  in  this  money  is  worked  out  by  various  formulas, 
all  of  them  intended  to  channel  relatively  larger  sums  to  the  States 
with  the  most  need  for  Federal  aid.  Health  grants  are  administered 
by  the  Bureau's  Division  of  Health  Services;  child  welfare  grants, 
by  its  Division  of  Social  Services. 

Of  the  $22  million,  $11  million  was  earmarked  for  maternal  and 
child  health  services;  $7.5  million  for  crippled  children's  services; 
and  the  remaining  $3.5  million  for  child  welfare  services. 

To  qualify  for  Federal  aid.  States  must  put  up  money  of  their 
own,  and  all  of  them  do.  In  fact,  the  total  amounts  of  State  and 
local  funds  appropriated  for  these  programs  are  much  greater  than 
the  sums  States  receive  from  the  Federal  Government.  Some  of  the 
Federal  funds  for  health  services  that  do  not  have  to  be  matched 
are  used  to  encourage  special  projects  and  demonstrations  in  areas  that, 
for  a  particular  State  and  many  times  for  the  whole  Nation,  are 
pioneering  efforts. 
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In  the  fiscal  year  1950  all  States,  the  District  of  Columbia,  Alaska, 
Hawaii,  Puerto  Rico,  and  the  Virgin  Islands  received  Federal  grants. 

States  develop  plans  which,  however,  must  meet  certain  require- 
ments. Before  States  receive  Federal  funds,  they  must  submit  their 
plan  for  spending  this  money  for  approval  by  the  Children's  Bureau. 
Later,  they  must  give  an  accounting  of  how  they  spent  these  funds. 

Children  served.— Reports  from  State  agencies  for  the  calendar  year 
1949  show  that  some  types  of  maternal  and  child  health  services  were 
provided  to  more  mothers  and  children  that  year  than  in  any  previous 
year  since  the  grant-in-aid  programs  started  in  1936.  Some  168,000 
expectant  mothers,  10  percent  more  than  in  1948,  attended  medical 
conferences  during  pregnancy ;  and  56,000,  26  percent  over  the  number 
in  1948,  received  postpartum  medical  examinations.  Over  693,000 
infants  and  preschool  children  attended  well-child  clinics,  8  percent 
more  than  in  1948.  Almost  1,562,000  persons  were  immunized  against 
smallpox,  and  1,598,000  against  diphtheria.  Physicians  completed 
nearly  2,300,000  examinations  of  school  children.  The  number  of 
school  children  who  received  dental  inspections  increased  from 
approximately  1,984,000  in  1948  to  2,315,000  in  1949.  Dental  inspec- 
tions of  preschool  children  rose  from  53,000  to  75,000. 

Under  the  federally  aided  crippled  children's  programs,  also,  more 
children  received  help  during  1949  than  in  any  previous  year.  Over 
200,000  were  reached  by  professional  services.  In  the  preceding  year 
the  number  was  175,000.  Nearly  80,000  of  the  children  in  1949  were 
reached  for  the  first  time.  Some  150,000  children  received  diagnostic 
or  treatment  services  at  clinics,  almost  20,000  more  than  in  1948. 
About  35,000  were  hospitalized,  an  increase  of  10  percent  over  the 
number  the  year  before.  Some  5,300  children,  6  percent  more  than 
in  1948,  received  convalescent  home  care.  Part  of  these  increases 
were  made  possible  by  an  extra  $750,000  Congress  appropriated  toward 
the  end  of  the  fiscal  year  1949. 

Over  231,000  children,  3  percent  more  than  in  1948,  were  receiving 
child  welfare  casework  services  from  State  and  local  departments  of 
public  welfare  in  December  1949.  Most  of  these  services  were  financed 
entirely  from  State  and  local  funds.  Forty  percent  of  the  children 
lielped  were  living  with  their  parents  or  other  relatives;  42  percent 
were  in  foster-family  homes;  18  percent  were  living  in  children's 
institutions  or  elsewhere. 

Consultation  on  State  and  local  services. — The  knowledge  and  skills 
of  the  staff  of  the  Divisions  of  Health  Services  and  Social  Services 
are  at  the  call  of  the  States,  not  merely  to  advise  on  their  use  of 
Federal  money,  but  to  help  on  a  multitude  of  problems  that  turn  up 
in  everyday  operations. 
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One  of  the  special  consultations  given  by  the  Bureau  during  the 
year,  at  the  request  of  the  State  health  department,  was  an  evalua- 
tion of  the  Denver  program  for  premature  infants.  This  record 
of  experience  will  be  useful,  also,  to  other  States.  Sponsors  of  a 
convalescent  home  for  handicapped  children  in  Tulsa,  Okla.,  asked 
for  an  analysis  of  their  problems.  After  careful  study,  the  Bureau 
pointed  out  how  this  facility,  which  was  greatly  needed  but  not  being 
used  to  full  capacity,  could  operate  more  effectively  when  tied  more 
closely  to  other  community  and  State  health  services  for  handicapped 
children. 

With  the  possibility  of  a  special  congressional  appropriation 
for  health  services  for  school-age  children,  many  health  workers, 
educators,  and  parents  took  a  lively  interest  during  the  year  in  ana- 
lyzing inadequacies  of  present  school  health  programs  and  planning 
greater  efforts  in  this  field.  The  Federal  Security  Agency  asked 
for  guidance  from  a  special  committee  of  distinguished  workers. 
The  committee  report  is  now  in  press. 

To  multiply  its  usefulness  to  agencies  with  common  problems,  each 
year  the  Bureau  develops  some  guides  and  recommendations  in  cer- 
tain fields  in  written  form.  For  example,  "Services  for  the  Child 
Who  is  Hard  of  Hearing"  was  published  in  1950.  A  special  issue 
of  The  Child,  the  Bureau's  monthly  bulletin  for  professional  workers, 
was  devoted  to  suggestions  on  programs  for  the  care  of  prematurely 
born  infants. 

BUILDING  MANPOWER  FOR  CHILDREN'S  SERVICES 

The  tremendous  increase  in  the  child  population  has  put  greater 
pressure  than  ever  on  the  States  to  expand  their  health  and  welfare 
services.    Neither  manpower  nor  money  has  kept  pace  with  the  demand. 

In  the  fiscal  year  1950,  the  States  budgeted  for  2,207  full-time  per- 
sonnel on  State  agency  staffs  assigned  to  maternal  and  child  health 
and  crippled  children's  services.  In  addition,  many  part-time  clini- 
cians were  employed.  At  the  end  of  June  1949  there  were  3,831  full- 
time  child  welfare  workers  in  State  and  local  public  welfare  agencies. 
Of  this  number  783  were  paid  wholly  or  partly  from  Federal  funds. 
To  show  how  meager  child  welfare  services  are  in  large  sections  of 
the  country,  in  only  672  of  the  Nation's  3,100  counties  were  one  or 
more  public  child  welfare  caseworkers  serving  a  single  county.  Eight 
out  of  nine  of  the  caseworkers  paid  from  Federal  funds  were  in  coun- 
ties having  no  large  cities. 

Wisely,  States  have  elected  to  invest  a  substantial  part  of  their 
funds  in  increasing  the  number  of  skilled  workers  through  financing 
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specialized  courses  in  training  centers  and  paying  stipends  for 
advanced  training  for  staff  members. 

In  the  child  health  field,  grants  in  the  amount  of  $921,000  were 
used  by  State  agencies  under  contracts  with  educational  institutions 
in  the  fiscal  year  1950  for  special  graduate  training  in  the  care  of 
mothers  and  children.  Many  varieties  of  in-service  training  pro- 
grams developed  with  the  help  and  guidance  of  the  Bureau  were 
provided  by  State  agencies.  The  Bureau  helped  to  finance  institutes 
for  doctors,  nurses,  medical  social  workers,  and  nutritionists  in  the 
care  of  premature  infants  and  in  rheumatic  fever. 

In  child  welfare,  the  principal  method  used  by  public  welfare  agen- 
cies to  obtain  trained  staff  is  to  help  staff  members  attend  graduate 
schools  of  social  work.  In  the  fiscal  year  1950,  State  public  welfare 
agencies  budgeted  more  than  $640,000  in  Federal  funds  for  educa- 
tional leave  for  some  600  workers.  On-the-job  staff  development  is 
on  the  increase,  and  the  Bureau  works  closely  with  the  States  in  de- 
veloping such  programs.  Training  institutes  and  conferences  were 
held  in  many  States  during  the  year. 

TRENDS  IN  STATE  AND  LOCAL  SERVICES 

Child  health. — It  is  hard  to  draw  lines  between  the  children  who  may 
have  help  and  others,  equally  needy,  to  whom  help  must  be  denied  be- 
cause there  is  not  enough  money.  But  with  funds  so  limited  and  costs 
of  hospital  and  convalescent  care  and  other  services  mounting,  States 
had  to  draw  such  lines  still  tighter.  During  the  year,  37  States  re- 
ported that  unless  more  money  became  available,  they  would  have  to 
reduce  their  programs  for  crippled  children ;  23  States  would  have  to 
curtail  maternal  and  child  health  services. 

All  States  reported  to  the  Bureau  the  urgent  need  to  improve  and 
extend  their  basic  services  that  conserve  good  health  and  prevent 
sickness.  Most  of  them  want  to  launch  new  or  to  expand  present  lim- 
ited services  for  children  with  special  handicaps — children  who  are 
hard  of  hearing,  have  poor  eyesight,  or  suffer  from  rheumatic  fever, 
cerebral  palsy,  or  epilepsy.  There  is  lively  interest  in  developing  bet- 
ter services  for  premature  infants  and  for  school-age  children. 

As  crippled  children's  programs  assume  responsibility  for  children 
with  long-term  illnesses,  there  is  an  increasing  acceptance  of  the  idea 
that  prevention  and  treatment  are  interrelated.  Emotional  and  social 
factors  in  a  child's  illness  are  getting  some  attention  but  need  more, 
particularly  in  the  case  of  the  child  who  must  stay  in  a  hospital  for  a 
long  period. 

Possibilities  of  spreading  the  skills  of  highly  trained  workers, 
through  the  use  of  auxiliary  personnel,  such  as  practical  nurses  and 
dental  hygienists,  are  being  explored. 
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Child  welfare.—Lsick  of  adequate  funds  was  one  of  the  most  serious 
problems  in  the  child  welfare  program  during  the  year.  Costs  of  fos- 
ter family  care  and  other  expenses  for  care  of  children  away  from 
their  own  homes  have  risen.  The  great  need  for  additional  child  wel- 
fare workers  has  increased  the  need  for  more  funds  for  child  welfare. 
During  the  year,  22  States  reported  that  they  had  already  had  to  cur- 
tail their  child  welfare  program  or  would  have  to  in  the  near  future  if 
additional  funds  were  not  forthcoming. 

Increasingly,  child  welfare  agencies  are  providing  social  services 
to  children  living  in  their  own  homes.  Nowhere  are  there  broad  pro- 
grams of  such  services  reaching  all  children  who  need  them,  but  prog- 
ress is  being  made  in  the  quality  of  existing  services,  and  new  types 
of  services  are  developing,  such  as  direct  counseling  to  adolescents 
and  social  services  for  the  physically  and  mentally  handicapped  child. 
A  number  of  public  and  private  agencies  took  steps  during  the  year  to 
establish  or  expand  homemaker  service  to  assist  mothers  who  cannot 
take  full  care  of  their  homes  and  their  children,  usually  for  temporary 

periods.  . 

Fewer  children  need  foster  care  because  of  the  death  of  their  par- 
ents, and  expansion  of  income-maintenance  programs  has  reduced  the 
number  of  children  removed  from  their  own  homes  because  of  economic 
need.  Consequently,  the  majority  of  children  now  in  need  of  care 
away  from  their  own  homes  are  those  with  personality  or  behavior 
problems,  many  of  which  call  for  very  specialized  care  and  treatment. 
Many  communities  are  developing  foster  family  homes  to  provide 
special  types  of  service :  detention  care  for  children  awaiting  court 
hearings;  shelter  for  children  needing  emergency  care;  care  for  con- 
valescent and  crippled  children.  Some  agencies  are  abandoning  large 
congregate  institutions  and  developing  small  group  homes  for  10  to 
12  adolescent  children,  to  make  preparation  for  community  living 
easier.  In  the  last  2  years,  nearly  a  score  of  States  have  considered 
or  passed  legislation,  or  have  established  homes  under  public  auspices, 
for  the  diagnosis  and  treatment  of  disturbed  children. 

"Black  market"  dealing  in  children  by  individuals  not  licensed  to 
make  placements  for  adoption  continues  to  be  a  widespread  problem, 
but  many  States  and  communities  are  working  on  it. 

Demand  for  day-care  services  for  children  of  working  mothers  is 
far  from  being  met. 

Lay  and  professional  organizations  are  giving  special  attention  to 
services  for  older  youth.  Significant  gains  in  improving  services 
for  delinquent  children  occurred  in  several  States. 

Several  States  are  exploring  ways  of  giving  better  service  to  chil- 
dren who  lack  adequate  parental  guardianship,  and  are  studying  how 
their  laws  can  give  greater  protection  to  these  children. 
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SERVICES  TO  NATIONAL  ORGANIZATIONS 

To  maintain  the  closest  possible  relationships  between  public  and 
private  services  for  children,  the  Bureau  worked  with  many  national 
organizations  during  the  year;  with  the  National  Foundation  for 
Infantile  Paralysis,  in  joint  planning  for  polio  epidemics;  with  the 
National  Society  for  Crippled  Children  and  Adults,  on  programs  for 
children  with  cerebral  palsy ;  with  the  National  Epilepsy  League  and 
the  Physicians  League  Against  Epilepsy,  on  plans  for  expanding 
diagnostic  and  treatment  services;  with  the  American  Heart  Asso- 
ciation, on  evaluating  programs  for  children  with  rheumatic  fever; 
with  the  American  Public  Health  Association,  on  standards  relating 
to  child  health ;  with  the  American  Hospital  Association,  on  hospital 
facilities  for  maternity  patients  and  newborn  infants ;  with  the  Ameri- 
can Public  Welfare  Association  and  the  Child  Welfare  League,  on 
raising  standards  in  child  welfare  programs ;  with  the  National  Coun- 
cil of  Juvenile  Court  Judges  and  the  National  Probation  and  Parole 
Association,  on  the  care  and  treatment  of  children  coming  before  the 
courts, 

COOPERATING  WITH  FEDERAL  AGENCIES 

Both  on  specific  program  operations  and  on  across-the-board  plan- 
ning, closer  working  relationships  with  other  Federal  agencies  were 
developed  during  the  year.  The  Interdepartmental  Committee  on 
Children  and  Youth,  formed  in  May  1948  at  the  request  of  the  Presi- 
dent, concluded  its  second  year  of  work.  This  Committee  includes 
members  from  the  Departments  of  Agriculture,  Defense,  Interior, 
Justice,  and  Labor;  the  Administrative  Office  of  the  United  States 
Courts,  the  Federal  Security  Agency,  the  Housing  and  Home  Finance 
Agency,  and  the  Selective  Service  System.  The  Chief  of  the  Chil- 
dren's Bureau  serves  as  Vice  Chairman  of  the  Committee.  An  exten- 
sive report  discussing  all  Federal  programs  for  the  benefit  of  children 
and  youth  was  written.  A  report  on  "The  Needs  of  Children  of  Puerto 
Rico  and  the  Responsibility  of  the  Federal  Government  Toward  the 
Children  of  P'uerto  Rico"  was  prepared  for  submission  to  the 
President. 

SHARING   KNOW-HOW   AND    EXPERIENCE    WITH    OTHER    NATIONS 

During  the  year  services  were  given  by  the  Children's  Bureau  in 
child  welfare,  social  work  education,  training  of  public  health 
nurses  and  midwives,  medical  social  work,  and  social  group  work  in 
Bolivia,  Brazil,  Chile,  Costa  Rica,  Cuba,  Ecuador,  Haiti,  India, 
Mexico,  Peru,  and  Portugal.  Six  Children's  Bureau  consultants  were 
assigned  to  these  projects. 
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Specialists  from  Bolivia,  Brazil,  Colombia,  and  Ecuador  came  to 
the  United  States  as  trainees  of  the  Children's  Bureau  under  the  State 
Department's  program  for  the  international  exchange  of  persons. 
Study  programs  were  also  planned  for  17  United  Nations  Fellows. 
Through  the  Departments  of  the  Army  and  State,  38  Austrian,  Ger- 
man, and  Japanese  specialists  in  maternal  and  child  health  and  wel- 
fare came  to  the  Bureau  for  training  periods  of  3  to  6  months.  In 
addition,  187  visitors  from  40  countries,  many  of  them  sponsored 
by  international  agencies,  foundations  in  the  United  States,  and  by 
their  own  governments,  visited  the  Bureau  for  study  and  program 
planning. 

The  Chief  of  the  Bureau  continued  to  serve  throughout  the  year 
as  United  States  representative  on  the  Executive  Board  and  Program 
Committee  of  the  United  Nations  International  Children's  Emergency 
Fund.  Bureau  staff  also  helped  in  developing  plans  for  children's 
services  under  the  Point  Four  program  at  meetings  of  the  Inter- 
American  Economic  and  Social  Council  and  the  Organization  of 
American  States. 

Midcentury  White  House  Conference 
On  Children  and  Youth 

Coming  at  one  of  the  most  crucial  times  in  the  history  of  our 
Nation,  the  Midcentury  White  House  Conference  on  Children  and 
Youth,  which  will  meet  on  invitation  of  the  President  on  December 
3,  1950,  is  distinguished  from  its  four  decennial  predecessors  in 
two  ways.  It  is -looking  at  what  we  know  about  healthy  personality 
in  children  and  what  we  are  doing  to  give  every  child  a  fair  chance 
to  develop  such  a  personality.  It  is  mustering  the  interest  of  tre- 
mendous numbers  of  people  in  the  problems  of  children  in  their 
own  communities  and  States,  in  advance  of  the  Conference  itself. 

A  National  Committee  of  52  distinguished  citizens  to  direct  Con- 
ference planning  was  created  by  the  President  in  September  1949, 
with  the  Federal  Security  Administrator  as  chairman.  At  the  Presi- 
dent's request,  the  Governors  of  the  States,  Territories,  and  depend- 
encies named  committees  of  professional  and  lay  citizens  and  of  offi- 
cials of  public  and  private  agencies  to  plan  within  their  jurisdictions. 
During  the  year,  150  State-wide  meetings  were  held.  Close  to  1,000 
county  planning  committees  were  organized.  By  the  end  of  the  year 
some  100,000  citizens  were  at  work  on  Conference  reports  and  activi- 
ties. More  than  300  national  organizations  were  enlisting  the  inter- 
est of  their  members  in  State  and  local  programs  in  preparation  for 
the  Conference. 
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Four  national  advisory  councils  (on  Participation  of  National  Or- 
ganizations, Federal  Government  Participation,  State  and  Local 
Action,  and  Youth  Participation)  are  helping  the  National  Committee 
in  various  ways.  Four  technical  committees  (on  Fact  Finding,  Com- 
munications, Conference  Program,  and  Budget  and  Finance)  are  con- 
tributing their  talents.  The  Conference  fact-finding  staff  is  being 
assisted  by  some  110  universities  and  private  agencies  and  more  than 
40  specialists  from  Federal  agencies. 

Focus  of  the  Conference,  as  defined  by  the  National  Committee, 
is  "to  consider  how  we  can  develop  in  children  the  mental,  emotional, 
and  spiritual  qualities  essential  to  individual  happiness  and  to  re- 
sponsible citizenship,  and  what  physical,  economic,  and  social  condi- 
tions are  deemed  necessary  to  this  development."  In  adopting  this  as 
its  purpose,  the  Conference  "bases  its  concern  for  children  on  the 
primacy  of  spiritual  values,  democratic  practice,  and  the  dignity  and 
worth  of  every  individual." 

At  the  Conference  itself,  which  will  be  attended  by  some  5,000 
people,  the  results  of  all  the  fact  finding  efforts  of  research  people. 
State  and  local  groups,  and  national  organizations  will  be  reported. 
On  the  basis  of  these  reports  and  discussions,  the  delegates  will  sug- 
gest lines  of  post-Conference  action. 

Next  Steps 

Periods  of  special  strain  and  apprehension,  such  as  the  present, 
create  special  problems  for  children.  We  need  all  the  ingenuity  and 
wisdom  we  can  muster  if  we  are  to  resolve  those  problems  or,  better 
still,  prevent  them  from  arising.  If  civil  defense  or  mobilization 
results  in  major  dislocations  or  breakups  of  families,  new  or  ex- 
panded services  for  children  will  have  large  claim  on  our  public  and 
private  pocketbooks. 

If  we  want  to  help  in  building  the  kind  of  world  in  which  an  endur- 
ing peace,  with  freedom  and  justice  for  all,  will  be  achieved,  we  must 
not  let  our  children  become  casualties  of  mobilization.  Their  needs 
must  stand  high  on  the  list  of  priorities  for  services  and  for  funds  for 
research  that  will  show  how  best  to  help  them  develop  their  fullest 
powers  for  creative  living. 

TO  BUILD  SERVICES 

When  State  health  agencies  discussed  during  the  year  how  they 
would  build  maternal  and  child  health  services  for  children  if  more 
funds  should  become  available,  33  said  that  they  would  start  or  expand 
programs  for  the  care  of  premature  infants;  21  would  do  the  same 
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for  hard  of  hearing  children;  17  would  develop  sight  conservation 
pro-rams :  6  would  conduct  maternity  care  demonstrations  for  patients 
with  complications  in  pregnancy;  5  would  do  a  better  30b  on  health 
services  for  school-age  children;  5  would  build  their  dental  programs. 
Proo-rams  for  crippled  children,  once  synonymous  with  orthopedics 
and  pfastic  surgery,  have  broadened  now  to  cover  a  very  wide  range  of 
handicapping  conditions  that  require  prolonged  care,  f^te  crippM 
children's  agencies,  if  given  the  funds  to  expand,  would  devdop  pro- 
o-rams for  children  with  these  conditions :  rheumatic  fever  36  States 
cerebral  palsy,  33  States;  epilepsy,  9  States;  hearing  difficulties,  10 

States 

state  child  welfare  agencies,  if  given  tlie  financial  help  they  so 
urgently  need,  would  expand  present  limited  services  or  develop  badly 
nefded  services  for  the  first  time.  When  asked  what  direction  their 
expanded  services  would  take,  24  States  said  they  urgently  needed 
money  for  shelter  care  for  children  in  emergencies:  when  a  parent 
Tes  or  becomes  ill,  or  neglects  or  abuses  a  child.  Twenty-two  States 
would  »ork  to  get  rid  of  the  "black  market"  in  bab.es,  and  provide 
teter  service  for  parents  who  want  to  adopt  babies.  Iwenty-one 
wa^  care  for  babies  available  for  adoption;  19  want  to  give  better 
protection  to  children  who  have  run  away  f™™/-'- »'  J"  f .^ 
their  return  to  homes  that  are  ready  to  welcome  them.  Fifteen  States 
would  get  homemaker  services  into  operation  or  extend  their  smaU 
programs.  Twelve  would  try  at  once  to  get  youngsters  out  of  jails 
and  place  them  under  good  care  while  they  wait  for  court  acfon^ 

These  are  some  of  the  very  practical  directions  along  which  States 
are  expected  to  move  with  the  increased  Federal  grants  made  available 
by  the  1950  amendments. 
TO  IMPROVE  THE  QUALITY  OF  SERVICE 

It  is  axiomatic  that  quality  of  service  is  inseparable  from  the  people 
who  give  the  service,  and  a  program  that  l-^/,*"";!!"  ° 
skills  is  miles  ahead  of  one  that  is  only  partially  staffed.  Serious 
vacandes  exist  in  the  staits  of  both  health  and  welfare  agencies  in 
many  States.  One  of  the  first  jobs  that  any  "new"  money  has  to  do  is 
plug  up  these  holes,  if  a  better  job  is  to  be  done. 

■^^  But  even  when  staffs  are  complete,  there  should  be  constant  effort 
to  raise  the  level  of  service.  The  two  most  effective  devices  f  or  achiev- 
nJthfs  are  staff  developmen^on  the  job,  and  in  advanced  traming- 
and  evaluation  of  programs.  Both  techniques  are  now  being  used  in 
.nanvonarters  and  their  use  should  be  multiplied. 

ThequX  of  health  services  for  mothers  and  children  is  grea  ly 
aided  whenley  are  closely  related  to  local  health  unrts  Similarly 
^Uld  welfare  services  gain  in  strength  as  they  are  allied  with  local 
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welfare  services  for  people  of  all  ages.     Universal  availability  of  such 
services  still  awaits  congressional  action. 

TO  INCREASE  MANPOWER  FOR  CHILDREN'S  SERVICES 

Various  proposals  before  the  Eighty-first  Congress  to  give  Federal 
aid  to  education  at  the  primary  and  secondary  levels,  and  to  finance 
grants  and  scholarships  for  education  in  the  professions,  would  be 
valuable  long-time  solutions  for  the  manpower  shortage.  Even  should 
such  measures  become  law,  State  health  and  welfare  agencies  will 
have  to  continue  and  increase  their  present  practice  of  using  a  sub- 
stantial part  of  their  present  Federal  grants  for  services  to  give  prac- 
titioners specialized  training  in  their  programs.  Better  salary  levels 
would  be  another  strong  magnet  to  attract  more  workers.  The  aver- 
age child  welfare  caseworker  in  a  public  agency  gets  $223  a  month. 
Most  doctors  make  a  much  better  income  in  private  practice  than  in 
public  service. 

Many  leaders  in  the  child  health  and  welfare  fields  are  beginning 
to  realize  that  professional  training  for  all  who  serve  children  must 
have  a  common  core  of  knowledge  and  experience  in  the  growth  of 
human  personality.  More  opportmiities  for  such  training  need  to  be 
developed  by  universities  and  graduate  schools. 

TO  INCREASE  KNOWLEDGE 

Constantly  feeding  into  program  operations  and  enriching  the  un- 
derstanding not  only  of  professional  workers  but  of  parents,  too,  must 
be  continuous  and  well-financed  research. 

Present  Federal  contributions  to  research  in  child  growth  and  de- 
velopment are  almost  invisible,  and  private  sources  of  funds  seem  to 
be  drying  up.  There  were  hearings  but  no  further  action  on  the 
various  bills  introduced  in  the  Eighty-first  Congress  which  would 
have  made  from  $7  to  $10  million  available,  in  grants,  to  help  re- 
search centers  and  individuals  conduct  basic  studies  and  explore  new 
ways  of  meeting  the  needs  of  human  beings  while  they  are  in  the 
growing  stage. 

Two  broad  types  of  research  are  urgently  needed.  One  is  basic 
studies  in  child  growth  and  development,  the  other  is  studies  that 
will  provide  all  types  of  agencies  serving  children  with  tools  for 
measuring  the  effectiveness  of  their  work  and  with  guides  for  im- 
proving their  programs. 

TO  STRENGTHEN  COMMUNITY  RESPONSIBILITY 

The  increasing  acceptance  of  responsibility  for  community  condi- 
tions and  services  by  groups  of  citizens  shows  up  most  brilliantly  in 
their  response  throughout  the  Nation  to  the  opportunity  for  united 
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effort  through  the  White  House  Conference.  Without  minimizing 
the  responsibility  of  State  and  Federal  Governments,  we  need  con- 
stantly to  develop  practical  ways  in  which  citizens  can  take  more  re- 
sponsibility for  reviewing  and  planning  for  children's  needs  and  re- 
lating themselves  closely  with  their  local  public  and  private  children's 
services. 

Great  hopes  are  held  that  one  of  the  concrete  results  of  the  Mid- 
century  Conference  will  be  a  resolve  to  continue  the  pattern  of  State 
and  local  committees  on  children  and  youth  which  have  performed 
invaluable  service  in  the  preparatory  period.  The  most  effective  com- 
mittees have  combined  representation  from  professional  and  lay- 
citizen  organizations  and  from  private  and  public  agencies  serving 
children.  They  have  included  spokesmen  for  minority  groups  and 
young  people,  for  families  with  low  incomes  as  well  as  those  more 
fortunately  situated,  for  parents  of  all  religious  faiths.  They  have 
not  been  content  with  exploring  shortcomings  in  services  and  oppor- 
tunities for  children,  and  with  identifying  causes  behind  these  gaps, 
but  have  accepted  for  themselves  responsibility  to  do  something  about 
these  shortcomings  and  conditions.  They  are  seeing  the  interrelated- 
ness  of  their  work  and  are  thinking  about  new  ways  of  more  closely 
meshing  their  programs.  Vastly  more  can  be  accomplished  for  chil- 
dren through  the  device  of  across-the-board  planning  and  working. 

Federal  Credit  Unions 

The  Federal  Credit  Union  Act  was  16  years  old  on  June  25,  1950. 
In  this  relatively  short  span  of  years  Federal  credit  unions  have 
become  a  substantial  part  of  the  credit  union  movement  in  the  United 
States  and  are  now  making  a  worth-while  contribution  towards  im- 
proving the  economic  status  of  workers  and  their  families. 

In  section  2  of  this  act,  a  Federal  credit  union  is  defined  as  a 
cooperative  association  organized  for  the  purpose  of  promoting  thrift 
among  its  members  and  creating  a  source  of  credit  for  provident  or 
productive  purposes. 

Federal  credit  unions  encourage  their  members  to  develop  habits 
of  thrift  by  establishing  convenient  facilities,  by  accepting  share 
payments  in  installments  as  small  as  25  cents  per  month,  and  by  a 
variety  of  educational  efforts  among  members  and  potential  members. 
The  number  of  members  is  increasing  at  the  annual  rate  of  more 
than  200,000  and  total  shareholdings  at  a  rate  in  excess  of  $45  million 
per  year.  These  organizations  serve  workers  in  factories,  in  offices, 
in  stores,  in  schools,  and  in  government  establishments — local.  State, 
and  Federal — as  well  as  groups  having  a  common  bond  of  association 
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or  residence.  They  are  helping  to  promote  economic  stability  and 
to  teach  the  values  of  systematic  thrift. 

As  a  source  of  installment  loans  for  their  members,  Federal  credit 
unions  are  making  an  increasingly  important  contribution.  The 
number  of  loans  granted  and  their  average  size  have  increased  since 
1946,  reflecting  in  part  the  high  level  of  economic  activity  and  in 
part  the  growth  of  the  established  credit  unions.  Loans  are  now 
being  granted  at  the  annual  rate  of  approximately  1.4  million  with 
an  average  size  of  slightly  less  than  $270.  The  average  maturity  of 
these  loans  is  less  than  12  months.  In  most  States  the  legal  com- 
mercial rates  for  such  loans  range  from  2  to  3.5  percent  per  month, 
as  compared  with  1  percent  per  month  which  is  the  maximum  rate 
permitted  for  Federal  credit  unions.  In  interest  charges  alone,  Fed- 
eral credit  unions  are  saving  their  members  more  than  $40  million 
a  year.  In  addition,  commercial  consumer  loan  agencies  are  per- 
mitted to  charge  borrowers  investigation  fees  and  other  costs  inci- 
dental to  making  loans,  which  Federal  credit  unions  are  prohibited 
from  doing  when  they  charge  the  maximum  of  1  percent  per  month. 
Illegal  lenders  charge  much  higher  rates  than  the  licensed  small 
loan  companies.  Excessive  charges  for  small  loans  reduce  the 
purchasing  power  of  the  people  concerned  and  are  nearly  always 
exacted  from  those  least  able  to  afford  them.  Through  Federal 
credit  unions  nearly  2  million  people  in  the  United  States  are  pro- 
viding for  themselves  an  inexpensive  source  of  small  loans. 

Each  Federal  credit  union  is  a  separate  corporation.  Each  is 
managed  and  operated  by  officials  elected  by  and  from  the  group  it 
was  organized  to  serve.  They  come  from  all  walks  of  life,  often 
with  no  pertinent  previous  experience  to  help  them  with  their  duties 
as  credit  union  officials.  They  learn  to  work  together  under  demo- 
cratically imposed  disciplines,  and  by  actual  experience  acquire  skills 
in  the  management  of  a  financial  institution  dedicated  to  helping 
members  help  themselves.  More  than  55,000  persons  are  serving 
as  officials  of  nearly  5,000  Federal  credit  unions.  The  Federal  Credit 
Union  Act  is  the  basis  for  an  adult  educational  effort  of  growing 
significance  and  importance  to  the  national  economy. 

STATUS    OF    FEDERAL    CREDIT    UNIONS,    JUNE    30,    1950 

At  the  end  of  fiscal  year  1950  there  were  4,775  operating  Federal 
credit  unions  serving  2.0  million  members.  Total  assets  amounted 
to  $363.2  million  of  which  63.6  percent,  or  $230.9  million,  represented 
loans  to  members.  Occupational  groups  accounted  for  83.7  percent 
of  the  operating  units,  associational  groups  for  14.2  percent,  and 
residential  groups  for  2.1  percent.     Tliey  were  operating  in  every 
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State  as  well  as  in  the  District  of  Columbia,  Alaska,  the  Canal  Zone, 
and  Hawaii.  During  the  year,  591  new  Federal  credit  unions  were 
chartered.       At  the  year's  end,  87  were  in  the  process  of  liquidation. 

LEGISLATION 

Three  amendments  to  the  Federal  Credit  Union  Act  became  effec- 
tive on  October  25,  1949.  One  increased  the  maximum  unsecured 
loan  limit  from  $300  to  $400.  Another  increased  the  maximum  ma- 
turity for  loans  from  24  months  to  36  months.  Both  maximums  are 
permissive.  The  third  amendment  concerned  the  reserve  for  bad 
loans. 

There  is  a  need  for  legislation  to  provide  central  discount  facilities 
for  State  and  federally  chartered  credit  unions.  All  interested  groups 
should  participate  in  formulating  plans  for  the  necessary  discount 
facilities. 

PROGRAM  FINANCING 

From  the  beginning,  costs  of  chartering,  supervision,  and  examina- 
tion of  Federal  credit  unions  have  been  met  in  part  by  appropriations 
authorized  by  Congress.  Three  types  of  fees  are  paid  by  Federal 
credit  unions:  (1)  charter  and  investigation  fee  of  $25;  (2)  annual 
supervision  fee  of  $10;  and  (3)  examination  fee  of  35  cents  per  $100 
of  assets  or  cost  computed  at  $34.24  per  examiner  day,  whichever  is 
lower,  with  a  minimum  fee  of  $3.50  per  examination.  The  first  two 
fees  are  the  maximum  permitted  by  the  Federal  Credit  Union  Act. 
The  examination  fee,  for  which  the  act  sets  no  maximum,  has  been 
increased  twice  since  January  1949.  The  total  revenue  from  these 
fees  amounted  to  $288,531  during  the  fiscal  year,  which  was  46  percent 
of  the  amount  spent  by  the  Bureau. 

Most  Federal  credit  unions  are  subsidized  in  other  ways  which,  in 
the  aggregate,  amount  to  much  more  than  has  been  paid  by  the  Federal 
Government  to  support  their  supervision.  With  very  few  exceptions, 
employers  and  associations  whose  employees  and  members  operate  a 
credit  union  furnish  office  space,  heat,  and  light  without  charge  to  the 
credit  union.  More  than  half  of  the  employers  provide  payroll  de- 
ductions for  credit  union  share  and  loan  payments,  and  some  private 
employers  also  furnish  free  clerical  assistance.  Among  the  officials  of 
Federal  credit  unions,  only  the  treasurer  may  be  compensated  for  his 
services.  A  majority  of  all  Federal  credit  unions  pay  either  no  sal- 
aries to  their  treasurers  or  nominal  amounts  of  $5  to  $10  per  month. 
The  man-hours  donated  by  the  officials  of  Federal  credit  unions  in  the 
period  of  one  year,  if  valued  at  $1  per  hour,  would  conservatively 
amount  to  $2  million.  These  subsidies  by  sponsoring  organizations 
and  contributions  by  the  officials  enable  credit  unions  to  provide 
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thrift  and  inexpensive  small-loan  services  for  many  persons  who  can- 
not be  served  effectively  by  any  other  means. 

During  the  calendar  year  ended  December  31,  1949,  the  latest  date 
for  which  complete  data  are  available,  Federal  credit  unions  had  gross 
income  of  $18.6  million.  This  exceeded  by  $4.4  million  the  previous 
all-time  high  gross  income  in  1948.  Net  income  after  providing  for 
required  reserves  amounted  to  $8.8  million  during  1949.  The  in- 
creased earnings  during  the  past  3  years  resulted  from  the  growth  in 
the  volume  of  loans  to  members.  If  the  economic  conditions  that  have 
prevailed  during  that  period  continue,  the  volume  of  loans  and  the 
amount  of  earnings  may  be  expected  to  remain  at  a  high  level.  Al- 
though the  earnings  of  most  Federal  credit  unions  are  liigher,  a  con- 
siderable number  continue  to  have  nominal  or  no  earnings.  At  the 
end  of  1949,  for  instance,  the  124  with  assets  under  $1,000  reported 
operating  losses  totaling  $777;  the  546  with  assets  between  $1,000  and 
$5,000  had  average  net  earnings  of  $55  per  credit  union. 

Appropriation  committees  of  both  the  House  and  the  Senate  have 
suggested  that  the  Bureau  formulate  plans  designed  to  make  the 
Bureau  more  nearly  self-supporting  from  fees  collected  from  Federal 
credit  unions  for  examination  and  supervision — and  to  put  those  plans 
in  operation  as  soon  as  possible.  Studies  were  begun  early  in  the  fiscal 
year  on  examination  and  supervision  fee  schedules  which  would  re- 
cover a  larger  proportion  of  the  costs  of  these  services  and  would 
be  geared  somewhat  to  the  ability  of  Federal  credit  unions  to  pay. 
On  June  6,  1950,  a  revised  examination  fee  formula  was  published, 
after  proper  notice,  in  the  Federal  Kegister.  This  regulation  provides 
that  examination  fees  shall  be  computed  at  50  cents  per  $100  of  assets 
or  cost,  whichever  is  lower,  with  a  minimum  fee  of  $5  per  examina- 
tion. It  also  provides  that  the  cost  of  making  examinations  shall 
be  recomputed  during  June  and  December  each  year  to  determine 
the  examiner-day  rate  to  be  used  in  assessing  examination  fees  during 
the  6-month  periods  beginning  July  1  and  January  1,  respectively. 
The  examiner-day  rate  computed  in  accordance  with  the  revised  for- 
mula for  the  first  half  of  fiscal  year  1951  is  $47.20.  The  new  examina- 
tion fee  schedule  became  effective  July  10,  1950. 

Before  April  25,  1949,  examination  fees  were  assessed  at  25  cents 
per  $100  of  assets  or  cost  computed  at  $25.72  per  examiner  day,  which- 
ever was  lower,  with  a  minimum  fee  of  $2.50  per  examination.  The 
new  examination  fee  schedule  is  an  increase  of  83  percent  in  the  ex- 
aminer-day rate  and  a  100-percent  increase  in  the  asset  rate  and 
minimum  fee. 

Section  5  of  the  Federal  Credit  Union  Act  specifies  that  each  Fed- 
eral credit  union  shall  pay  an  annual  supervision  fee  of  not  to  exceed 
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$10.  An  amendment  to  this  section  of  the  act  is  required  if  the  super- 
vision fee  is  to  be  increased.  On  June  5  and  6,  1950,  respectively, 
the  Federal  Security  Administrator  sent  letters  to  the  Speaker  of  the 
House  and  the  President  of  the  Senate  proposing  that  the  necessary 
legislation  be  enacted  to  provide  for  an  annual  supervision  fee  of  $10 
per  $40,000  of  assets  and  fraction  thereof. 

In  addition  to  these  steps  to  increase  the  fees  paid  by  Federal  credit 
unions,  efforts  to  further  streamline  the  operations  of  the  Bureau 
were  intensified.  The  more  important  accomplishments  in  improving 
the  utilization  of  the  Bureau's  limited  resources  are  discussed  in  the 
following  paragraphs. 

PROGRAM  OPERATIONS  AND  MANAGEMENT  IMPROVEMENT 

At  the  end  of  the  fiscal  year,  the  Bureau  had  22  employees  in  the 
Washington  office  and  103  in  the  field,  working  in  or  out  of  8  regional 
offices. 

Each  senior  examiner  is  assigned  a  district  including  60  to  100  Fed- 
eral credit  unions.  He  is  responsible  for  the  investigation  of  pros- 
pective groups  and  the  organization,  supervision,  and  examination 
of  Federal  credit  unions  within  his  district.  During  the  year,  two 
additional  responsibilities  were  decentralized  to  the  regional  offices — 
the  approval  of  standard  amendments  to  Federal  credit  union  bylaws 
and  changes  in  prescribed  accounting  forms  and  procedures  where 
precedents  have  been  established. 

During  the  year  ended  June  30,  regular  examinations  were  made 
of  2,756  Federal  credit  unions,  which  was  56  percent  of  the  number 
in  operation  at  the  end  of  the  year.  In  addition,  100  special  exami- 
nations were  completed.  This  classification  includes  examinations 
made  at  the  completion  of  liquidation  and  in  cases  of  defalcation. 
During  the  year  112  new  shortage  cases,  including  those  requiring 
special  examinations,  were  discovered.  Field  examiners  devoted  5 
percent  of  their  official  work  time  to  general  supervision,  including 
examination  follow-up,  special  assignments  on  problem  cases,  and 
liquidations.  Because  of  the  shortage  of  personnel,  sufficient  time 
could  not  be  devoted  to  problem  cases. 

Major  improvements  in  the  examination  procedures  were  begun  in 
1943  and  further  refinements  have  been  made  in  the  report  forms 
and  techniques  each  year.  The  1950  fiscal  year  was  no  exception.  On 
the  basis  of  suggestions  submitted  by  examiners  and  obtained  in  78 
meetings  held  in  various  parts  of  the  country  with  credit  union  offi- 
cials and  representatives  of  State  Credit  Union  Leagues,  the  report 
form  was  reduced  from  a  minimum  of  17  pages  to  a  minimum  of  8 
pages.    The  revised  form  and  procedures  were  worked  out  towards 
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the  end  of  the  fiscal  year  and  were  put  into  effect  in  July  1950.  It  is 
estimated  that  the  change  will  save  50  percent  of  typing  time  required 
on  each  examination  report.  A  number  of  time-saving  changes  were 
made  in  the  examination  procedures  earlier  in  the  year  which  resulted 
in  measurable  improvement  in  examination  time.  Although  the 
average  assets  of  Federal  credit  unions  examined  increased  from 
$56,746  in  the  fiscal  year  1949  to  $68,986  in  the  fiscal  year  1950,  the 
average  time  per  examination  declined  from  3.375  to  3.17  man-days. 
The  number  of  members  and  the  volume  of  loans,  which  have  a  bear- 
ing on  the  amount  of  work  to  be  performed  by  the  examiner,  were  also 
higher  in  1950  than  they  were  in  1949. 

In  July  1949  a  new  procedure  for  analyzing  data  pertaining  to 
examination  time  and  fee  collections  incorporating  the  use  of  special 
mechanical  equipment  was  installed.  These  data,  which  are  used  in 
work  planning  and  policy  determination,  are  available  more  promptly 
under  the  new  procedure.  This  improvement  plus  some  change  in 
work  assignments  resulted  in  the  elimination  of  one  clerical  position 
in  the  Washington  of&ce. 

By  the  end  of  fiscal  year  1950  a  considerable  amount  of  work  had 
been  done  on  standardizing  machine  bookkeeping  forms  and  pro- 
cedures for  Federal  credit  unions,  and  an  accounting  manual  supple- 
ment for  large  credit  unions  had  been  outlined.  When  completed, 
these  two  projects  will  aid  large  Federal  credit  unions  to  simplify  and 
improve  their  operations  and  will  reduce  the  amount  of  time  required 
to  process  requests  for  approval  of  changes  in  accounting  forms. 

During  the  fiscal  year,  more  Federal  credit  union  charters  were 
issued  than  in  any  12-month  period  since  1940.  Because  of  continuing 
efforts  to  train  local  volunteers  to  assist  prospective  groups  to  apply 
for  charters  and  to  conduct  organization  meetings,  only  6  percent  of 
field  examiners'  time  was  devoted  to  those  activities  during  the  year. 
These  volunteers  for  the  most  part  are  representatives  of  the  organized 
credit  union  movement — local,  State,  and  national.  This  manage- 
ment improvement  activity,  which  will  be  continued,  not  only  results 
in  a  more  economical  use  of  examiners'  time  but  also  is  an  investment 
in  good  public  relations. 
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Table    1. — Social   Security   Administration:    Funds   available   and   obligations 
incurred,  fiscal  years  1949  and   1950  ^ 

[In  thousands;  data  as  of  June  30,  1950] 


Item 


Total. 

Grants  to  States 

Public  assistance 

Old-age  assistance 

Aid  to  the  blind 

Aid  to  dependent  children 

Maternal  and  child  health  and  welfare  services. .- 

Maternal  and  child  health  services 

Services  for  crippled  children 

Child  welfare  services 

Administrative  expenses  s 

Office  of  the  Commissioner  * 

Bureau  of  Old-Age  and  Survivors  Insurance  » 

Bureau  of  Public  Assistance 

Childi-en  's  Bureau 

White  House  Conference  on  Children  and  Youth 
Bureau  of  Federal  Credit  Unions  s 


Funds  available  2 


1950 


$1, 166,  803 


120,  000 
098,  000 


1, 098,  000 

22, 000 

11,000 

7,500 

3,500 

46, 803 

329 

6  42, 898 

1,369 

1,482 

75 

651 


$1, 014,  292 


970,  750 
948, 000 

948, 000 

22,  750 

11,  000 

8,250 

3,500 

43,  542 

319 

7  39,  562 

1,405 

1,516 

76 

664 


Obligations  incurred 


1950 


$1, 160, 407 


1,113,911 

1,  091,  932 

820,  275 

23,  449 

248,  208 

21,  980 

10, 986 

7,494 

3,500 

46,  496 

329 

42,  659 

1,366 

1,473 

50 

619 


$994, 045 


950, 637 

927, 897 

718,012 

20, 470 

189, 415 

22, 740 

10, 991 

8,249 

3,500 

43, 408 

319 

39, 469 

1,394 

1,505 

67 

654 


1  Funds  available  and  obligations  as  reported  by  admmistrative  agencies. 

2  Funds  made  available  by  regular  and  supplemental  appropriations,  authorizations,  transfers,  allotments, 
and  recoveries.  ,    .  .  ^.  ,  ,  .    ,-  ■    ^■ 

3  Funds  made  available  and  obligations  mcm-red  for  salaries,  prmtmg  and  bmdmg,  communications 
including  penalty  maU,  traveling  expenses,  and  reimbursement  items  foi  services  rendered  to  other  Gov- 
ernment agencies.  „  ,     ^^       ^^.     ^ 

*  Approximately  70  percent  of  the  administrative  expenses  of  the  Office  of  the  Commissioner  were  appro- 
priated by  Congi-ess  from  general  revenues;  balance  from  old-age  and  survivors  trust  fund. 

«  For  administration  of  the  old-age  and  survivors  Insurance  program,  which  involved  benefit  payments 
of  $607,036,000  in  1949  and  $727,266,000  in  1950. 

s  Entire  amount  from  old-age  and  survivors  trust  fund. 

7  Includes  $305,400  appropriated  by  Congress  from  general  revenues;  balance  from  old-age  and  survivors 
trust  fund.  ^  -^,00  t.    c 

8  Fee  collections  for  services  rendered  to  member  credit  unions  represent  approximately  28  percent  ol 
obligations  incurred  in  1949  and  47  percent  in  1950. 
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Table  2. — Financing  social  insurance  under  the  Social  Security  Act:  Contribu- 
tions collected  and  trust  fund  operations,  fiscal  years  1948—50 

[In  millions] 


Item 


1950 


1949 


Contributions  collected  under: 

Federal  Insurance  Contributions  Act  i 

Federal  Unemployment  Tax  Act  2 

State  unemployment  insurance  laws  '  * 

Old-age  and  survivors  insurance  trust  fund: 

Receipts,  total 

Transfers  and  appropriations  ^ 

Interest  and  profits  on  investments 

Expenditures,  total 

Monthly  benefits  and  lump-sum  payments  '- 

Administration ' 

Assets,  end  of  year 

State  accounts  in  the  unemployment  trust  fund: 

Receipts,  total >-- 

Deposits  * 

Interest 

Withdravs^als  for  benefit  payments 

Assets,  end  of  year 


$2, 106 

226 

1,094 

2,367 

2,110 

257 

784 

727 

57 

12, 893 

1,248 
1,099 
149 
1,879 
6,652 


$1,  690 
223 


1,924 

1,694 

230 

661 

607 

53 

11,310 

1,144 

984 

160 

1,227 

7,283 


$1,  616 

208 

1,007 

1,807 

1,617 

191 

559 

512 

47 

10, 047 

1,154 

1,007 

147 

798 

7,366 


1  Contribution  paid  by  employers  and  employees  on  wages  up  to  and  including  $3,000  a  year:  1  percent 
through  Dec.  31,  1949,  and  l^  percent  beginning  Jan.  1,  1950. 

2  Tax  paid  only  by  employers  of  8  or  more.  Employers  offset  against  this  tax — up  to  90  percent  of  the 
amount  assessed— contributions  which  they  have  paid  under  State  unemployment  insurance  laws  or  full 
amount  they  would  have  paid  if  they  had  not  been  allowed  reduced  contribution  rates  under  State  experi- 
ence-rating provisions.  Rate  is  3  percent  of  first  $3,000  a  year  of  wages  paid  to  each  employee  by  subject 
employer;  because  of  credit  offset,  effective  rate  is  0.3  percent  of  such  wages. 

3  Contributions  plus  penalties  and  interest  collected  from  employers  and  contributions  from  employees, 
reported  by  State  agencies;  corrected  to  July  1950. 

<  Contributions  and  deposits  by  States  usually  differ  slightly,  primarily  because  of  time  lag  in  making 
deposits. 

°  Includes  amounts  collected  under  the  Federal  Insurance  Contributions  Act  and  transfers  from  the  general 
fund  of  $700,000  for  fiscal  year  1947-48,  $3,279,400  for  fiscal  year  1948^9,  and  $3,604,000  for  fiscal  year  1949-50 
to  meet  administrative  and  other  costs  of  benefits  payable  to  survivors  of  certain  World  War  II  veterans 
as  defined  in  title  II  of  the  Social  Security  Act  Amendments  of  1946. 

6  Represents  checks  issued;  before  July  1,  1948,  represents  checks  cashed  and  returned  to  the  Treasury. 

'  Data  do  not  refiect  actual  expenses  in  the  respective  years  because  of  bookkeeping  adjustments. 

Source:  CompOed  from  Daily  Statement  of  the  U.  S.  Treasury  and  State  agency  reports. 


Table  3. — Old-age  and  survivors  insurance:  Estimated  number  of  families  and 
beneficiaries  in  receipt  of  benefits  and  average  monthly  benefit  in  current- 
payment  status,  by  family  group,  end  of  June,  1950  and  1949 


[In  thousands,  except  for 

average  benefit;  data  corrected  to  Sept.  6,  1950] 

June  30,  1950 

June  30,  1949 

Family  classification  of  beneficiaries  in 
current-payment  status 

Number 

of 
famOies 

Number 
of  bene- 
ficiaries 

Average 
monthly 
amount 

per 
famOy 

Number 

of 
families 

Number 
of  bene- 
ficiaries 

Average 
monthly 
amount 

per 
family 

Total 

2,051.7 

2, 930. 4 

1, 768. 3 

2, 554. 2 

1,384.8 

940.0 

739.7 

200.3 

418.8 

17.0 

8.7 

.3 

666.9 

290.2 

3.3 

81.0 

45.4 

27.1 

110.8 

51.2 

19.5 

25.3 

12.0 

1.1 

1,839.2 

940.0 

739.7 

200.3 

837.6 

34.0 

26.7 

.9 

1,091.2 

290.2 

3.3 

162.0 

136.2 

110.6 

110.8 

102.4 

58.6 

103. 0 

12.0 

2.1 

1, 180. 9 

799.9 

630.8 

169.1 

359.6 

13.7 

7.5 

.2 

587.4 

236.3 

4.5 

76.7 

43.2 

25.4 

101.7 

46.0 

18.2 

23.6 

10.8 

1.0 

1,570.0 

799.9 

630.8 

169.1 

719.2 

27.4 

22.9 

.6 

984.2 

236.3 

4.5 

153.4 

129.6 

103.3 

101.7 

91.9 

54.5 

96.3 

10.8 

1.9 

Worker  only -.        -  

$25. 50 
26.80 
20.80 
41.90 
41.40 
51.40 
57.30 

$25.00 

Male 

Female 

Worker  and  wife     -    

26.20 
20.40 
40.90 

39.90 

Worker  and  2  or  more  children 

Worker,  wife,  and  1  or  more  children 

49.40 
54.70 

20.90 
21.40 
36.70 
50.70 
54.50 
13.50 
26.80 
37.70 
50.10 
13.80 
26.70 

20.70 

Widowed  mother  only  > 

21.00 

Widowed  mother  and  1  child       

36.30 

Widowed  mother  and  2  children 

Widowed  mother  and  3  or  more  children. 
1  child  only         _  .     .. 

50.10 
53.50 
13.40 

26.40 

3  children              

37.30 

49.10 

1  aged  parent      

13.70 

26.70 

>  Benefits  of  child  or  children  were  being  withheld. 
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Table  4. — Old-age  and  survivors  insurance :  Selected  data  on  benefits  and  taxable 
wages,  by  State,  for  specified  period,  1947—50 

[In  thousands,  except  for  average  taxable  wages;  data  corrected  to  Oct.  10, 1950] 


Monthly  bene- 
fits tn  current- 
payment  status, 
end  of  fiscal  year 

Payments  certified 
year 

,  fiscal 

Work-    Amount  of  taxable 
ers      wages,  calendar  year* 
with 
taxable 

Em- 
ployers 
report- 
ing 
taxable 

State  1 

Num- 
ber 

Amount 

Total 

VTonthly 
benefits 

Lump- 
sum 
pay- 
ments 2 

wages, 
calen- 
dar 
year  3 

Total 

Aver- 
age 
per 

worker 

wages, 
Julv- 
Sep- 
tem- 
ber ' 

1947-48'.       -     --- 

2, 162.  7 
2,  564.  2 
2, 930. 4 

$42,  391 
51,  520 
60,  682 

$530,597 
626, 993 
748,  937 

J499, 315 
594,  744 
714,  939 

B31,2S0 
32,  249 
33, 998 

48,  908 
49, 100 
48, 000 

578,372,000 
84, 122, 000 
82, 400, 000 

$1,  602 
1,713 
1,717 

2,617 

1948-49  f     

2,681 

1949-606 

2,720 

Alabama 

42.9 

1.4 

10.9 

20.4 

231.5 

21.8 

59.2 

6.9 

11.2 

54.6 

41.6 

7.3 

7.6 

186.3 

84.0 

37.0 

26.9 

45.3 

33.2 

26.3 

41.4 

142.9 

129.6 

44.3 

16.6 

69.7 

8.7 

15.8 

2.8 

17.1 

123.1 

5.7 

349.9 

48.2 

3.8 

188.4 

26.9 

36.7 

275.9 

26.4 

24.2 

5.1 

40.2 

82.3 

9.9 

9.2 

46.9 

55.2 

46.0 

67.7 

3.6 

12.0 

698 

26 

213 

323 

5,115 

441 

1,395 

152 

226 

1,101 

656 

137 

142 

4,079 

1,705 

689 

498 

791 

670 

521 

838 

3,196 

2,809 

912 

242 

1,402 

173 

288 

59 

363 

2,822 

95 

7,693 

766 

66 

4,073 

470 

762 

5,998 

567 

364 

93 

665 

1,451 

191 

180 

839 

1,207 

882 

1,414 

73 

263 

8, 623 

299 

2,669 

3,960 

63, 126 

5,433 

16,894 

1,899 

2,861 

13, 471 

8,091 

1,636 

1,784 

50,717 

20, 991 

8,448 

6,200 

9,704 

6,864 

6,396 

10, 449 

39,  628 

34,803 

11,224 

3,051 

17,201 

2,204 

3,628 

713 

4,207 

34,  929 

1,164 

95,  281 

9,506 

801 

60,288 

5,783 

9,421 

73, 843 

6,927 

4,558 

1,148 

8,236 

18, 095 

2,443 

2, 183 

10, 429 

14,  923 

10,  627 

17,204 

883 

3,202 

8,268 

278 

2,548 

3,829 

60, 499 
5,242 

16, 164 
1,813 
2,674 

13, 062 
7,710 
1,583 
1,717 

47, 905 

20, 070 
8,101 
5,948 
9,336 
6,540 
6,185 
9,849 

37, 967 

33, 087 

10,  746 
2,912 

16, 445 

2,100 

3,378 

675 

4, 026 

33, 183 
1,118 

90,  314 

9,046 

769 

47,  998 
6,568 
9,089 

70,  664 

6, 665 

4,329 

1, 093 

7,883 

17, 163 

2,342 

2,113 

9,949 

14, 370 

10, 308 

16,  382 

845 

3,092 

356 

21 

121 

131 

2,627 

191 

730 

86 

177 

409 

381 

53 

67 

2,812 

921 

347 

252 

368 

324 

211 

600 

1,661 

1,716 

479 

139 

756 

104 

160 

38 

181 

1,746 

46 

4,967 

459 

32 

2,290 

215 

332 

3,179 

262 

229 

65 

353 

932 

101 

70 

480 

553 

319 

822 

38 

110 

802 

52 

237 

401 

3, 931 

430 

947 

190 

416 

923 

999 

136 

164 

3,872 

1,532 

719 

541 

739 

807 

353 

821 

1,876 

2,610 

932 

394 

1,414 

151 

368 

82 

219 

2,015 

148 

7,355 

1,069 

133 

3,169 

603 

671 

4,445 

369 

622 

142 

963 

2,412 

219 

118 

976 

869 

669 

1,179 

106 

989, 000 

72,  000 

282, 000 

376, 000 

6,  467, 000 

643,  noo 

1,684,000 
225, 000 
489, 000 

1,041,000 

1,143,000 
217, 000 
193,000 

6,  573, 000 

2,  545, 000 
939,  000 
675, 000 
901,000 
963, 000 
450, 000 

1, 253,  OGO 
3, 360, 000 
4,709,000 
1,341,000 

351, 000 
1, 967, 000 

220, 000 

454,  000 
94, 000 

317, 000 

3,  657, 000 
176,  000 

11,387,000 

1,402,000 

142, 000 

6,  719, 000 

730,  000 

851, 000 

7, 424, 000 

'      561, 000 

727,  000 

158, 000 

1, 094, 000 

3,156,000 

289, 000 

161,000 

1, 209, 000 

1, 364, 000 

1,091,000 

1, 988, 000 

123, 000 

1,233 
1,385 
1,190 
938 
1,645 
1,263 
1,778 
1,184 
1,176 
1,128 
1,144 
1,596 
1,177 
1,698 
1,661 
1,306 
1,248 
1,219 
1,193 
1,275 
1,  526 
1,792 
1,804 
1,439 
891 
1,384 
1,457 
1,234 
1,146 
1,447 
1,765 
1,189 
1,648 
1,312 
1,068 
1,805 
1,211 
1,490 
1,670 
1,520 
1,169 
1,113 
1,148 
1,308 
1,320 
1,280 
1,239 
1,  570 
1,631 
1,686 
1,171 

35 

2 

14 

23 

216 

28 

Connecticut - 

40 

Delaware 

6 

District  of  Columbia. 
Florida        . 

18 
53 

Georgia 

43 

7 

Idaho 

10 

Illinois       - 

183 

70 

51 

Kansas      . 

38 

34 

35 

Maine 

19 
36 

Massachusetts 

Michigan    .  . 

90 
109 

58 

Mississippi 

20 

Missouri      

74 

13 

Nebraska 

25 

Nevada       _.  .  . 

4 

New  Hampshire 

New  Jersey 

12 
101 

New  Mexico 

10 

New  York  . . 

374 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma...    

46 

10 

136 

35 

Oregon 

34 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

173 
15 
22 
11 
39 

Texas       

139 

Utah 

11 

Vermont 

7 

Virginia              .  .. 

44 

47 

West  Virginia 

Wisconsin          

27 
67 

Wyoming 

6 

'  state  distribution  estimated.  ,.„ri.         c    ^     ^   -7 

2  Under  the  1939  and  1946  amendments.    For  lump-sum  payments  under  the  1935  act,  see  footnote  7. 

3  Prelimmary  estimate.  United  States  totals  represent  number  of  different  workers  employed  m  covered 
industries  at  some  time  during  1947,  1948,  and  1949,  respectively.  State  data  represent  workers  employed 
in  the  State  at  some  time  during  1948;  workers  employed  in  more  than  1  State  counted  once  m  each  of  tne 
States  in  which  employed.  ^.     ,       oi.  ,.    j  <. 

*  Preliminary  estimate.  United  States  totals  are  for  1947, 1948,  and  1949,  respectively.  State  data  repre- 
sent 1948  taxable  wages,  distributed  according  to  the  State  where  wages  were  paid. 

5  Employer  returns  for  July-September  1947, 1948,  and  1949,  respectively.  State  data  represent  number  of 
employers  reporting  taxable  wages  for  July-September  1949  by  the  State  of  their  reportmg  headquarters. 
An  employer  is  a  legal  entity  such  as  a  corporation,  partnership,  or  smgle  o\\Tiership,  for  which  a  single 
tax  return  is  filed. 

6  See  column  heads  for  period  to  which  data  relate.  ,     ..,,    ,ooc     * 
'  United  States  total  for  fiscal  year  1948  includes  $1,000  in  Jump-sum  payments  under  the  1935  act. 
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Table  5. — Old-age  and  survivors  insurance:  Benefits  in  current-payment  status, 
payments  certified,  and  workers  with  wage  credits,  fiscal  years  1948—50 

[Corrected  to  Aug.  14,  1950] 


Item 


Benefits  in  cuirent-payment  status  (end  of  period) : 

Number 

Primary 

Wife's 

Child's 

Widow's 

Widow's  current 

Parent's 

Total  monthly  amount 

Primary 

Wife's 

Child's 

Widow's 

Widow's  current 

Parent's 

Average  monthly  amount: 

Primary 

Wifte's 

Child's 

Widow's 

Widow's  em'rent 

Parent's 

Payments  certified  during  period: 

Monthly  benefits 

Primary 

Supplementary 

Survivor 

Lump-sum  payments 

1939  and  1946  amendments 

1935  act 

Additional  benefits  under  Sec.  210   (included  in 

above  figures) 

Monthly  benefits 

Lump-sum  payments 

Estimated  number  of  living  workers  with  wage  credits 
(midpoint  of  period— January  1) :  i 

Total 

Fully  insured 

Currently  but  not  fully  insured 

Uninsured 


Fiscal  year 


2,  930. 357 
1,  384, 823 

419,  123 

665,  351 

290, 307 

156,  664 

14,  089 

$60.  681,  500 

36, 415.  828 

5, 840,  022 

8,  828,  736 

6,  079,  758 

3,  322,  210 
194,  946 

$26. 30 
13.  93 
13.27 
20.94 
21.21 
13.84 


$714,  939, 181 

427, 112,  452 

73,  746,  725 

214,  0«0,  004 

33,  997,  668 

33,  997, 625 

43 

$3,  005,  093 

2, 808,  593 

196,  500 


80,  400,  000 

40,  000,  000 

5,  700,  000 

34,  700,  000 


1949 

1948 

2,  554, 248 

2, 162, 693 

1, 180,  909 

968, 682 

359,  840 

296,  711 

614,714 

556, 834 

236, 394 

188,  612 

149,  724 

140,  807 

12,  667 

11,047 

$51,520,000 

$42, 391,  324 

30,  369,  096 

24, 344,  534 

4, 898, 101 

3,  948, 153 

8,  043,  794 

7, 175,  060 

4. 897,  656 

3,  865,  451 

3, 137,  870 

2,  908,  578 

173. 483 

149,  548 

$25. 72 

$25. 13 

13.61 

13.31 

13.09 

12.89 

20.72 

20.49 

20.96 

20.66 

13.70 

13.54 

$594,  744, 288 

$499, 314, 611 

346,  376,  498 

284,  588,  746 

60,  024,  714 

49,  633. 683 

188, 343, 076 

165,  092, 182 

32,  249,  231 

31,  281, 156 

32, 248,  926 

31, 280,  024 

305 

1,132 

.$3,  582,  431 

$3,  495.  918 

2, 903,  915 

2, 340,  766 

678,  516 

1, 155, 151 

78,  700,  000 

76,  800,  000 

38,  600,  000 

37,  000,  000 

6,  000,  000 

6,  200,  000 

34, 100,  000 

33, 600,  000 

1  Not  adjusted  to  reflect  changes  in  insured  status  arising  from  (1)  combined  earnings  under  coordinated 
survivor  provisions  of  the  old-age  and  survivors  insurance  and  railroad  retirement  programs,  and  (2)  veterans 
deemed  to  be  fully  insured  only  under  section  210  of  title  II  of  the  Social  Security  Act,  as  amended  in  1946. 
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Table  6. — Special  types  of  public  assistance  under  plans  approved  by  the  Social 
Security  Administration:  Number  of  recipients  and  average  payment,  June 
1950,  and  total  payments  to  recipients,  by  program  and  State,  fiscal  year  1950 

[Corrected  to  Sept.  15,  1950] 


Old-age  assistance 

Aid  to  dependent  children 

Aid  to  the  blind 

c 

3 

l-s 

d 
a 

1 
o 

a 

Payments  to  re- 
cipients 

Number  of  re- 
cipients, June 

'ayments  to  re- 
cipients 

d 
C 

"S 

1 

Payments  to 
recipients 

State 

r 

> 
-a', 

C 

is 

1 

a 
o 

■g  t 

a;  a 

a 

a> 

d 

2 
> 
< 

a 

Fiscal  years: 
1948 

2, 367, 597 
2, 625, 594 
2, 790, 068 

$38. 18 
43.59 
43.85 

{1,037,554 
I,  259,  .381 
1, 437, 981 

449, 154 
536,  714 
654, 180 

1,145,816 
1,. 365, 715 
1,659,665 

$66. 10 
72.71 
70.37 

$325, 696 
414, 138 
520, 312 

65,  797 
71,196 

77, 171 

541.18 
46.50 
47.52 

$30, 531 

1949               

36, 451 

1950.. 

42,  240 

81,  284 
1,604 
13, 343 

66,  722 
267,960 

50, 464 

19,715 

1,696 

2,845 

69, 251 

101,303 
2,469 
11,434 

126,  230 
52,219 
49, 352 
39, 061 

67,  620 
120,  401 

15, 064 

12, 107 

100, 852 
100, 370 

55. 809 
65, 670 

131,457 

11,782 

23, 853 

2,656 

7,456 

24, 526 
9,989 
120, 877 
61,411 
8,959 
125, 745 
100, 788 

23. 810 
92, 286 
10, 368 

42,  111 

12, 16£ 

65, 646 

225, 051 

10, 13f 

6,84J 

19, 70^ 

73,  74^ 

26, 77( 

52,84( 

4,23 

20.49 
59.44 
51.47 
25.88 
70.68 
65.68 
61.  92 
28.70 
39.01 
40.35 

23.40 
32.81 
47.24 
42.24 
36.22 
49.  37 
50.11 
22.41 
47.30 
44.34 

37.20 
65.76 
46.97 
49.37 
21. 52 
43.73 
53.58 
43.97 
54.03 
44.19 

49.14 
32.51 
52.01 
22  27 
48.52 
45.94 
45.29 
53.  63 
37.49 
46.36 

24.86 

39.16 

31.17 

33.62 

)     44. 98 

35.54 

I     21. 6C 

[     65. 8e 

)     21. 6£ 

)     43.  IS 

r     55. 34 

19, 536 
1,092 
7,630 

18, 141 
225, 987 

40,980 

13,072 

555 

1,381 

32, 143 

25,  999 
940 

6,236 
65, 718 
22, 026 
28, 552 
23, 123 
15,660 
68, 081 

7,473 

5,145 
74, 996 
54, 493 
29, 995 
14,  242 
66, 453 

7,181 
12,416 

1,646 

3,806 

13, 856 
4,150 
75, 909 
15,231 
5,046 
69, 705 
60, 457 
14, 525 
42,490 
5,583 

11,05C 
5,62£ 

23,  24J 

89, 91f 
5,57J 
2,79S 
4,76' 

56, 59" 
7,84^ 

26,15 
2,76 

17, 608 
640 

3,907 
17,  222 
50, 116 

5,597 

5,147 
702 

2,090 
27, 413 

15, 254 

4,009 

2,538 

24,  584 

11,570 

5,266 

5, 329 

22, 951 

30,  222 

4,072 

6,492 
13, 587 
28,016 

8,034 
1.3,015 
26, 127 

2,493 

3,678 
(') 

1,638 

5,592 
5,125 
59, 157 
15,  491 
1,843 
14,  638 

23. 161 
3,833 

53, 256 
3,817 

8,424 
2,360 

25. 162 
18, 972 

3,517 
!     1,047 
)     8, 173 
'    12,805 
t    18,55£ 

9,357 
5         574 

48,512 

1,500 

11,050 

44,  648 

114,9.35 

15,148 

11, 925 

2,017 

6,344 

66, 690 

38,969 
11,871 
6,336 
63, 195 
27, 956 
13, 459 
13,832 
57,  953 
77, 774 
10,  528 

19, 122 

32, 696 
63,  922 
20, 344 
36, 079 
65, 102 
6, 413 
8,750 

4,038 

14, 081 

13, 343 

136, 124 

43, 321 

4,981 
39,  466 
59, 055 

9,549 
136,646 

9,090 

24, 077 

5,72S 

67, 47£ 

53,  29C 

8,94f 

2,85-1 

23, 14t 

30, 12- 

52, 50f 

23, 22- 

1,51! 

30.61 
55.65 
84.92 
41.99 

110.  63 
79.12 

109.  74 
72.38 
73.79 
44.05 

46.53 
88.23 
97.55 
91.13 
66.43 
77.69 
64.  23 
38.90 
48.72 
64.80 

77.69 
112.67 
88.24 
91.37 
27.11 
52.59 
82.83 
82.63 
(2) 
89.46 

91.17 

48.73 
101.41 
43  60 
98.37 
60.51 
45.19 
104.  94 
84.75 
87.44 

36.73 
63. 3£ 
48.4: 
42.  7S 
84.  5S 
54.54 
48.01 
97.34 

)     47. 01 
96. 8f 

)     97.4 

6,241 

408 

3,721 

6,901 

49, 195 

5,162 

5,622 

520 

1, 858 

13,  630 

6,874 
3,366 
2,752 

28, 819 
8,127 
4,290 
5,  229 
9,349 

19, 673 
2,782 

5,879 
17, 353 
27,  985 
8,326 
3,236 
16,001 
2,259 
3,578 

1,638 

5,456 
3,166 

69, 690 
7,045 
2,161 
9,968 

14,  296 
4,20S 

56,  588 
3,788 

3,212 

1,677 

12, 894 

9,55C 

3,812 

61C 

4,  Ol.' 

16,  745 

9,94( 

)     10, 08 

2           62 

1,467 

824 

1,968 

10, 389 

380 

265 

181 

265 

3,319 

2,688 

111 

212 

4,412 

1,891 

1,223 

695 

2,325 

1, 853 

663 

488 

1,488 

1,865 

1,088 

2,871 

(') 

519 

699 

{') 
322 

761 

484 
3,947 
4,144 

117 
3,865 
2,692 

385 
(') 

177 

1,522 

225 

2,614 

6,448 

211 

ise 

1,554 

82£ 

)    1,034 

1,40( 
5         9£ 

22.67 
(•) 
60.02 
.30.  67 
82.60 
55.42 
62.00 
43.74 
41.19 
43.10 

27,76 
37.61 
51.52 
45.53 
39.14 
57,35 
51.  20 
23.67 
42.71 
45.10 

40.80 
66.60 
51.00 
57.21 
26.58 
(2) 

58.04 
56.68 

48.24 

53.65 
32.32 
58.27 
33. 98 
51.79 
45.08 
46.73 
62.28 
(2) 
53.10 

31.64 
35. 3t 
38.02 
38.  OC 
48.  8C 
38.  6C 
29.61 
78.  8t 
25.62 
46.71 
55.  If 

385 

Alaska.       --     ..  - 

(') 

Arizona 

605 

Arkansas 

649 

California       .    ...     _  _ 

9,730 

Colorado. __  _.  _. 

260 

Connecticut  ..           ... 

163 

81 

District  of  Columbia 

Florida.     

137 
1,627 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana .._ 

Iowa                 .  . 

837 
44 
130 

2,482 
856 

777 

Kansas  — 

Kentucky.. 

581 

Louisiana      .           

903 

Maryland..  ..    

233 

Massachusetts. 

1,089 

Michigan 

1,082 

742 

Mississippi-. 

844 

Missouri                   .  . 

(2) 

Montana...    ..    ..  .  .. 

Nebraska. ...  . 

411 

Nevada 

(^) 

New  Hampshire 

468 

New  Mexico. 

201 

New  York          .          

2,  770 

North  Carolina _  _. 

North  Dakota  .  _ 

69 

Ohio - 

Oklahoma 

Oregon  .                       .  . 

270 

Ppnnsylvania 

(2) 

Rhode  Island 

104 

South  Carolina  .. 

524 
92 

South  Dakota...  . 

Tennessee 

1,096 

Utah 

124 

85 

Virginia. 

510 

714 

>         344 

Washington 

West  Virginia 

Wisconsin...         

)           61 

J 

I  Alaska  does  not  administer  aid  to  the  blind. 
»  No  approved  plan  in  operation. 
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Table  7. — Special  types  of  public  assistance  under  plans  approved  by  the  Social 
Security  Administration:  Federal  grants  certified  and  total  expenditures  and 
percent  from  Federal  funds,  by  program  and  State,  fiscal  year  1950 


[Amounts  in  thousands' 

data  corrected  to  Sept.  15, 1950] 

Federal  grants  certified  i 

Expenditures  for  assistance  and  administration 

State 

Total 

Old- 
age 
assist- 
ance 

Aid  to 
depend- 
ent 
chil- 
dren 

Aid 
to  the 
blind 

Old-age 

assistance 

Aid  to 

dependent 

chUdren 

Aid  to  the 
blind 

Amount 

Per- 
cent 
from 
Fed- 
eral 
funds 

Amount 

Per- 
cent 
from 
Fed- 
eral 
funds 

Amount 

Per- 
cent 
from 
Fed- 
eral 
funds 

Fiscal  year: 
1948 

$718,  3,59 

927, 897 

1,091,931 

$562,  374 
718,012 
820, 275 

$139, 584 
189,  415 
248,  208 

$16,  401 
20, 470 
23,  449 

$1,093,984 
1,, 32.5, 920 
1,510,931 

51.8 

54.8 
54.6 

$352,  295 
446,  248 
559,  905 

39.4 
43.1 
44.1 

$33.  289 
39. 507 
45, 551 

49.4 

1949 

51.9 

1950                 

51.7 

Alabama 

Alaska,  _    ._    

20. 063 
763 

6,292 

18. 064 
117,  589 

19,  503 

7,726 

748 

1,995 

30,511 

25. 177 
2,186 
4,767 

53,172 
19,  620 
18, 200 
15, 9.39 
19,267 
55, 649 
6,543 

6,440 
39,  459 
43,  465 
21, 925 
14, 139 
52, 617 

5, 148 

9.465 
960 

3,085 

10,  258 

5,111 
68,  297 
17, 873 

3,726 
47,  225 
45,  265 

9,446 
51, 152 

4,508 

11,208 

4,609 

25, 635 

68, 569 

4,826 

2,291 

6,881 

30,  226 

12, 385 

20. 178 
1,782 

14, 946 

542 

4,322 

12,878 

98, 468 

16,  765 

5,929 

385 

906 

20,  263 

19,  686 
608 

3,637 
39,  793 
14, 551 
15, 768 
13,  325 
11.997 
42,  544 

4,735 

3,  422 

33,  721 
32, 095 
17, 929 
11, 036 
41,  885 

3,954 

7,741 

960 

2,328 

7,651 
2,868 
41,601 
11,  586 
2, 882 
39,  902 

34,  736 
7,778 

26, 771 
3,042 

8,  305 
3.613 

16, 035 

59, 692 
3,247 
1,810 
3,623 

25, 077 
5,454 

15, 984 
1,497 

4,821 

221 

1,674 

4,747 

15,  557 

2,600 

1,720 

305 

1,001 

9,231 

4,877 
1,550 
1,  058 

11,849 
4,479 
2,014 
2,347 
6,  835 

12,561 
1,586 

.    2,869 

5,230 

10,  749 

3,601 

2,511 

10,  731 

995 

1.504 

652 

2,332 
2, 103 

25,314 
5,192 
803 
6,039 
9,568 
1,536 

24,380 
1,411 

2,530 

934 

8,893 

6,921 

1,504 

424 

2,889 

4,872 

6,704 

3,727 

255 

297 

296 

439 

3,564 

138 

77 

58 

88 

1,017 

615 

28 

71 

1,.531 

591 

418 

267 

436 

544 

222 

149 
509 
621 
395 
593 

199 
220 

105 

276 
140 

1,381 

1,096 
42 

1,284 
962 
132 

(3) 
55 

373 

62 

708 

1,  956 

74 

56 

368 

277 

227 

467 

30 

20, 743 
1.144 
7,826 

18,  728 
237, 663 

42,  040 

13,  642 

632 

1,560 

.33,  302 

27,  712 
1,046 
6,511 
70,211 
23,  622 
30, 181 
24, 351 
16,336 
70,  225 
7,799 

5,537 
79, 012 
56,  733 
31,414 
15,  221 
68,  324 

7,521 
13,310 

1,768 

4,036 

15,371 
4,448 
S3, 608 
16, 181 
5,371 
72,  794 
62,  492 
15,  270 
45,  791 
5,801 

11.  725 
6,023 

24, 142 

93, 039 
5,775 
2,895 
5,361 

57,912 
8,269 

27,591 
2,922 

72.3 
48.7 
56.1 
69.4 
40.5 
39.9 
46,6 
65.4 
58.3 
62.1 

70.8 
61.8 
55.3 
56.7 
62.1 
54.7 
53.9 
72.7 
60.0 
61.1 

61.1 
43.9 
56.5 
57.8 
73.2 
61.1 
53.3 
59.1 
54.7 
57.4 

53.4 
63.2 
50.0 
71.6 
53.9 
57.0 
56.1 
51.7 
60.1 
54.0 

70.4 
62.0 
65.5 
64.2 
57.6 
63.8 
71.1 
43.9 
68.4 
59.5 
51.5 

6,791 

451 

3,869 

7.172 

54,  070 

5,  542 

5,888 

593 

2,049 

14, 534 

7,257 
3. 6.56 
2,885 

30,  854 
8,842 
4,639 
5,672 
9,735 

21, 034 
2,933 

6,313 
18,  290 
29,  315 
9,129 
3,548 
17, 084 
2,425 
3,865 
(3) 
1,711 

5, 893 
3,502 

77, 143 
7,627 
2.299 

10,981 

15,159 
4,510 

61,  373 
3,920 

3, 521 

1,799 
13,610 
10,235 

4,007 
656 

4,532 

17. 292 

10,  ,348 

10, 673 

679 

72.4 
47.9 
4.3.2 
68.0 
29.3 
44.4 
30.6 
51.9 
48.2 
65.2 

66.7 
40.2 
,35.7 
37.0 
.50.7 
44.5 
42.3 
68.8 
55.9 
54.0 

47.0 
28.4 
36.2 
38.7 
72.8 
63.0 
42.6 
39.1 

(3) 

37.8 

39.8 
59.1 
.32.0 
68.2 
35.9 
55.5 
64.3 
34.5 
39.3 
36.9 

72.3 
50.6 
65.8 
67.3 
37.1 
64.3 
63.0 
28.2 
65.4 
34.9 
38.2 

417 

C-) 
627 
670 

10, 368 
284 
160 
98 
152 

1,695 

901 
52 
138 
2,740 
995 
850 
506 
604 
956 
362 

248 

1,140 

1,122 

826 

882 

386 
440 

190 

524 

219 
3,199 
1,710 
81 
2,245 
1,742 

285 
(?) 

109 

566 

99 

1,131 

3,076 

131 

88 

568 

733 

361 

806 

64 

69.8 

Arizona...         

46.3 

Arliansas 

California 

Colorado      ..    

66.5 
34.8 

48.5 

Connecticut 

Delaware ..-    .. 

49.0 
.59.6 

District  of  Columbia. 
Florida    _. 

57.1 
61.3 

Georgia- 

67.2 

Hawaii  ...    - 

58.3 

Idaho ._ 

50.7 

Illinois    . 

55.3 

Indiana  ... 

60.4 

Iowa_.  ..    

49.8 

Kansas 

Kentucky 

Louisiana.  ...    _  ._ 

51.8 
71.5 
56.3 

60.9 

Maryland. 

60.5 

Massachusetts 

Michigan  _ 

44.3 
54.7 

Minnesota.. 

47.7 

Mississippi 

Missouri. 

68.2 

P) 

Montana... 

50.5 

Nebraska 

50.4 

.Nevada. 

(3) 

New  Hampshire 

New  Jersey  . . 

55.7 
50.9 

New  Mexico 

62.6 

New  York  . . 

46.8 

North  Carolina 

North  Dakota 

Ohio 

63.6 
51.8 
.58.1 

Oklahoma 

55.0 

Oregon...  . 

47.3 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

(3) 
49.5 

65.5 
63.0 
63.0 

Texas 

62.2 

Utah-. 

54.3 

Vermont ..  . 

62.5 

Virginia  ...  .. 

65.5 

Washington..    . 

38.0 

West  Virginia 

Wisconsin.. 

66.1 
57.1 

Wyoming 

61.0 

1  Amounts  of  Federal  grants  certified  in  fiscal  year;  differ  slightly  from  fiscal-year  expenditures  from  Fed- 
eral funds  reported  by  States. 
'  Alaska  does  not  administer  aid  to  the  blind.  »  No  approved  plan  in  operation. 
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Table  8. — Maternal  and  child  health  and  welfare  services:  Grants  to  States  for 
maternal  and  child  health  services,  services  for  crippled  children,  and  child 
welfare  services  under  the  Social  Security  Act,  by  program  and  State,  fiscal 
year  1950  ' 

[In  thousands] 


State 

Maternal  and  child  health 
services 

Services  for  crippled  children 

Child 
welfare 

Total 

Fund  A 

FundB 

Total 

Fund  A 

FundB 

services 

Total 

$11,  234. 5 

$5, 748.  5 

$5. 486. 0 

$7,609.1 

$3, 865. 4 

$3,  743.  7 

$3, 934. 1 

453.1 
95.1 
100.2 
267.3 
336.7 
183.4 
97.4 
74.4 

in.2 

162.7 

410.9 
98.8 
72.7 
344.1 
205.  5 
135.  4 
124.9 
364. 1 
342. 6 
88.3 

327.2 

315. 5 

325.1 

203.4 

315.0 

2.37.3 

60.7 

94.6 

.57.4 

76.2 

180.4 
161.5 
382.1 
565.  7 

77.2 
354.  5 
140.4 

90.3 
474. 3 
410.0 

76.6 

274.0 

82.2 

389.6 

437. 5 

60.5 

72.9 

58.0 

295.6 

154.1 

213.7 

148.2 

54.0 

120.9 
37.0 
.58.5 
102.3 
281.7 
66.7 
79.6 
46.4 
55.  0 
92.7 

127.1 
48.2 
49.8 
298.8 
104.7 
93.9 
77.7 
113.0 
111.6 
57.7 

89. 1 
136.4 
175.9 
113.0 
101.3 
144.1 
43.9 
62.1 
.34.2 
53.  2 

158.9 

54.4 

343.0 

260.8 

57.2 

234.  7 

67.7 

67.4 

266.5 

137.9 

63.1 
93.0 
62.6 
121.6 
216.1 
46.1 
50.5 
34.8 
135.0 
90.9 
79.7 
91.9 
38.2 

332.2 
58.1 
41.7 

165.0 
55.0 

116.7 
17.8 
28.0 
56.2 
70.0 

283.8 
50.6 
22.9 
45.3 

100.8 
41.5 
47.2 

251.1 

231.0 
30.6 

238.1 

179.1 

149.2 

90.4 

213.7 

93.2 

16.8 

32.5 

23.2 

23.0 

21.5 
107.1 

39.1 
304.9 

20.0 
119.8 

72.7 

22.9 
207.8 
272.1 

13.5 

181.0 

19.6 

268.0 

221.4 

14.4 

22.4 

2.3.2 

160.6 

63.2 

1.34. 0 

56.3 

15.8 

256.2 
113.8 

49.3 
211.3 
214.6 

56.0 
125.9 

65.2 
102.6 

98.2 

204.6 
123.7 

51.6 
176.1 
148.5 
154.4 

80.5 
234.9 
153.  3 

69.6 

211.5 

145.6 

231.3 

1.56.  5 

231.3 

180.6 

61.5 

85.6 

36.8 

59. 3 

167.0 
53.2 
279.4 
276.6 
52.5 
182.4 
209.6 
61.9 
271.6 
175.5 

109.3 

223.8 

43.9 

187.8 

352.3 

89.1 

65.6 

41.5 

213.0 

137.7 

126.3 

167.1 

31.7 

83.7 
31.2 
20.0 
65.1 
152.3 
,50.5 
47.1 
52.7 
39.6 
64.8 

88.0 
38.2 
38.9 
136.3 
104.0 
67.4 
56.5 
79.3 
74.5 
43.9 

60.9 
90.2 
1,53.3 
73.0 
71.0 
83.9 
.37.6 
48.9 
24.1 
46.6 

84.7 
40.6 

261.1 
99.0 
.39.9 

1.35. 0 
68.6 
49.4 

174.0 
78.0 

49.0 
68.9 
39.4 
83.3 
145.8 
41.7 
53.0 
28.8 
77.0 
60.8 
63.5 
77.4 
23.0 

172.5 
82.6 
29.3 

146.2 
62.3 
5.5 
78.8 
12.5 
63.0 
3.3.4 

116.6 

85.5 
12.7 
39.8 
44.5 
87.0 
24.0 
155.6 
78.8 
25.7 

1.50.  6 
55.4 
78.0 
83.5 

160.3 
96.7 
23.9 
36.7 
12.7 
12.7 

82.3 
12.6 
18.3 

177.6 
12.6 
47.4 

141.0 
12.5 
97.6 
97.5 

60.3 

154.9 

4.5 

104.5 

206.5 

47.4 

12.6 

12.7 

136.0 

76.9 

62.8 

89.7 

8.7 

102.0 

22.5 

33.8 

97.6 

118.6 

57.0 

54.9 

28.6 

Distrirt  of  Columbia      

18.2 

60.1 

148.9 

30.8 

38.6 

138.6 

66.7 

80.9 

112.1 

105. 6 

90.7 

50.4 

43.8 

28.2 

95.5 

76.9 

102.8 

112.8 

Montana .; 

35.8 
.52.1 

2.3.9 

29.6 

46.1 

40.5 

95.9 

165.2 

60.1 

Ohio                             

111.1 

113.1 

47.0 

174.2* 

70.9 

Rhode  Island              

26.1 

89.0 

South  Dakota       ...  

52.5 

148.8 

Texas                            -  -. 

219.0 

33.4 

33.8 

20.8 

103.1 

5.3.8 

67.3 

84.5 

19.9 

»  Based  on  checks  issued . 
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Table  9. — Federal  credit  unions:  Number  of  members,  amount  of  shares,  and 
amount  of  loans  outstanding  Dec.  31,  1935—49 


Year 

Number  of 

reporting 

credit 

unions  i 

Number  of 
members 

Amount  of 
shares 

Amount  of 
loans 

1935               ! 

762 
1,725 
2,296 
2,753 
3,172 
3,739 
4,144 
4,070 
3,859 
3,795 
3,757 
3,761 
3,845 
4,058 
4,495 

118,  665 

307, 651 

482, 441 

631, 436 

849, 806 

1, 126,  222 

1, 396,  696 

1, 347,  519 

1,  302,  363 

1, 303, 801 

1,  216, 625 

1, 302, 132 

1, 445, 915 

1,  628,  339 

1, 819, 606 

$2,  224,  610 

8,  572, 776 

17,  741, 090 

26,  869,  367 

43, 314,  433 

65,  780, 063 

96,  816, 948 

109, 498,  801 

116, 988, 974 

133,  586, 147 

140,  613, 962 

159,  718, 040 

192, 410,  043 

235, 008, 368 

285, 000, 934 

$1,  830,  489 

1936                                        _ 

7,  399, 124 

1937                                          

15,  772, 400 

1938             

23, 824,  703 

1939          

37, 663, 782 

1940 

55, 801, 026 

1941                                     .       

69,  249,  487 

1942                    .      

42, 886,  750 

1943 

35, 228, 153 

1944 

34,  403,  467 

1945                                          

35, 155,  414 

1946             -  .      

56, 800, 937 

1947 

91, 372, 179 

1948 

137,  642,  327 

1949                               

186,  218, 022 

I  For  1945-49,  the  number  of  operating  and  reporting  credit  unions  was  the  same.  In  other  years,  the 
number  of  credit  unions  that  submitted  financial  and  statistical  reports  was  less  than  the  number  in  opera- 
tion. 

Table  10. — Federal  credit  unions:  Number  and  status  of  charters,  1935—49 


Number  of  charters 

Number  of  charters  outstanding  at 
end  of  year 

Year 

Granted 

Canceled 

Net  change 

Total 

Inactive 
credit 
unions 

Operating 
credit 
unions 

1935 

1906 
956 
638 
515 
529 
666 
583 
187 
108 
69 
96 
157 
207 
341 
523 

1906 

952 

569 

432 

436 

590 

494 

98 

-213 

-216 

-89 

6 

48 

211 

422 

906 
1,858 
2,427 
2,859 
3,295 
3,885 
4,379 
4,477 
4,264 
4,048 
3,959 
3,965 
4,013 
4,224 
4,646 

134 
107 
114 
99 
113 
129 
151 
332 
326 
233 
202 
204 
168 
166 
151 

772 

1936                        -       

4 
69 
83 
93 
76 
89 
89 
321 
285 
185 
151 
159 
130 
101 

1,751 

1937  ..                  

2,313 

1938 

2,760 

1939 

1940 

1941.. 

1942 

1943 

3,182 
3,756 
4,228 
4,145 
3,938 

1944 

1945 

3,815 
3,757 

1946 

1947    —              

3,761 
3,845 

1948 

4,058 

1949 

4,495 

1  Includes  78  charters  granted  in  1934. 
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Table  11. — Federal  credit  unions:  Assets  and  liabilities,  Dec.  31,  1949,  and 

Dec.  31,  1948 


Assets  and  liabilities 


Total  assets $316,362,504 


Loans  to  members 

Cash 

U.S.  Government  obligations.  _. 
Federal  savings  and  loan  shares. 

Loans  to  other  credit  unions 

Other  assets 


Total  liabilities. 


Notes  payable 

Accounts  payable  and  other  liabilities. 

Shares 

Reserve  for  bad  loans 

Special  reserve  for  delinquent  loans — 
Undivided  profits 


Amount 


Dec.  31,  1949 


186, 218, 022 

32, 529, 318 

68, 752, 813 

22, 749, 795 

4, 558, 368 

1, 554, 188 

316, 362, 504 


8, 868,  787 

765, 139 

285, 000, 934 

9, 609, 775 

358, 523 

11,759,346 


Dec.  31,  1948 


$258,  411,  736 


137, 642, 327 

30, 119, 870 

68,  487,  700 

18, 301, 363 

2, 696,  277 

1, 164, 199 

258, 411,  736 


6, 020, 912 

815, 199 

235, 008, 368 

7,  698, 222 
233, 389 

8,635,646 


Change  dur- 
ing year 


$57, 950,  768 


48, 575, 695 
2, 409,  448 

265, 113 
4,  448,  432 
1, 862, 091 

389, 989 

57, 950, 768 


2, 847, 875 

-50, 060 

49, 992, 566 

1,911,553 

125, 134 

3, 123, 700 


Percentage 
distribution 


Dec.  31, 
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100.0 


58.9 

10.3 

21.7 

7.2 

1.4 

.5 

100.0 


2.8 

.3 

90.1 

3.0 

.1 

3.7 


Dec.  31, 
1948 


100.0 


53.3 

11.6 

26.5 

7.1 

1.0 

.5 

100.0 


2.3 

.3 

91.0 

3.0 

.1 
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Letter  of  Transmittal 


Federal  Security  Agency, 
Social  Security  Administration, 
Washington,  D.  C,  October  SO,  1952. 

The  Honorable  Oscar  R.  Ewing, 

Federal  Security  Administrator. 

Dear  Mr.  Ewing:  The  Social  Security  Administration  transmits 
herewith  its  annual  report  for  the  fiscal  year  ended  June  30,  1952, 
for  submittal  to  the  Congress  as  required  by  section  704  of  the  Social 
Security  Act. 

The  report  outlines  accomplishments  during  the  year  under  the 
amended  provisions  of  the  programs  for  which  the  Administration 
carries  Federal  responsibility,  and  points  out  further  changes  needed 
to  strengthen  the  basic  provisions  of  the  social  security  program. 
These  recommendations  are  made  in  accordance  with  the  statutory 
mandate  of  section  702  of  the  Social  Security  Act, 

Respectfully  submitted. 

Arthur  J.  Altmeyer, 
C omrnissioner  for  Social  Security. 
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Strengthening  Democracy's  Foundations 

In  the  17  years  since  the  Social  Security  Act  became  law,  the  social 
security  programs  have  been  a  vital  force  in  promoting  individual  and 
family  security  and  well-being  in  the  United  States.  The  progress 
made  during  the  fiscal  year  1952  under  all  the  Social  Security  Admin- 
istration programs  is  told  in  succeeding  sections  of  this  report.  These 
programs,  which  are  concerned,  actually  or  potentially,  with  most  of 
the  men,  women,  and  children  in  the  Nation,  are  old-age  and  survivors 
insurance,  public  assistance,  maternal  and  child  health  and  child  wel- 
fare services,  and  the  Federal  credit  union  program. 

1952  AMENDMENTS 

The  ability  of  the  programs  to  meet  their  goals  was  further  strength- 
ened by  amendments  passed  by  Congress  on  July  5, 1952  and  signed  by 
the  President  on  July  18.  Benefit  amounts  in  old-age  and  survivors 
insurance  were  increased,  to  bring  them  in  line  with  the  rise  in  wages 
and  prices  since  the  outbreak  of  war  in  Korea,  a  rise  that  the  1950 
amendments  could  not  have  reflected.  Among  other  changes  in  the 
insurance  program.  Congress  increased  from  $50  to  $75  the  amount 
that  beneficiaries  may  earn  from  supplementary  covered  employment 
without  having  their  monthly  payments  reduced  or  suspended.  An 
amendment  to  the  public  assistance  provisions  increased  for  a  2-year 
period  the  Federal  share  in  assistance  payments  to  the  needy  aged, 
blind,  and  completely  disabled  persons  and  to  recipients  of  aid  to 
dependent  children. 

In  reporting  on  the  amendments,  both  the  House  Committee  on 
Ways  and  Means  and  the  Senate  Finance  Committee  affirmed  once 

230401—53 2  ^ 


Annual  Report,  Federal  Security  Agency,  1952 


more  the  intent  of  Congress  to  maintain  the  contributory  insurance 
system,  with  benefits  related  to  earnings,  as  the  foundation  of  social 
security.  They  pointed  out  that  the  present  changes  in  old-age  and 
survivors  insurance  are  all  within  areas  that  had  been  intensively 
studied  before  the  1950  amendments  were  enacted  and  that,  while 
other  amendments  to  the  insurance  program  are  also  necessary,  the 
changes  made  were  selected  because  of  their  urgency  and  the  wide- 
spread agreement  on  their  desirability. 

An  additional  provision  that  would  preserve  the  insurance  rights 
of  covered  workers  who  become  permanently  and  totally  disabled 
before  age  65  was  included  in  the  bill  as  enacted  but  will  require  addi- 
tional legislative  action  before  it  can  go  into  effect.  The  action  was 
taken  in  this  form,  the  Conference  Committee  report  said,  to  enable 
possible  administrative  arrangements  to  be  studied  in  advance  of  pub- 
lic hearings  on  the  whole  question  of  disability  insurance  and  assist- 
ance, which  the  committee  said  would  be  held  early  in  1953.  It  is 
intended  that  hearings  will  also  be  held  on  a  provision  to  permit  mem- 
bers of  State  and  local  retirement  systems  to  be  covered  under  the 
Federal  program,  a  provision  that  was  considered  but  not  finally 
included  in  the  1952  changes. 

Economic  Security  Today 

In  all  societies  and  all  countries,  dependent  groups  in  the  popula- 
tion—the children,  the  aged  who  can  no  longer  work,  the  sick  and 
disabled— are  supported  out  of  the  current  output  of  the  producing 
groups— those  in  the  working  years.  In  simple  agricultural  societies 
the  support  is  direct,  from  the  product  of  the  land.  As  agriculture 
gives  way  to  industry,  and  food  and  other  necessities  have  to  be  pur- 
chased, other  measures  are  needed  to  supplement  family  support  of 
dependent  members. 

The  standard  and  level  of  living  and  the  economic  well-being  of  most 
individuals  and  families  in  the  United  States  are  vastly  higher  now 
than  100  years  ago.  The  improvement  has  been  due  largely  to  the 
tremendous  increase  in  national  productivity.  In  1950,  our  population 
was  six  times  greater  than  in  1850,  but  our  national  income  had  in- 
creased about  thirty  times  in  constant  dollars.  The  increase  in  output 
per  man-hour  has  been  accompanied  by  a  reduction  in  the  average 
hours  of  work.  We  not  only  live  longer  but  we  also  have  more  leisure 
to  enjoy  the  goods  and  services  that  invention  and  technology  have 
made  possible— and  also  a  longer  period  of  retirement  after  we  leave 
the  labor  force.  The  tremendous  strides  in  public  health  and  medical 
knowledge  that  have  increased  our  average  life  expectancy  have  also 
brought  new  concepts  of  health  and  a  progressive  development  of 
health  facilities  and  services. 


Social  Security  Administration  3 

As  the  economy  lias  expanded,  it  has  become  increasingly  more  com- 
plex. A  century  ago,  85  percent  of  the  population  lived  in  rural  areas, 
and  about  7  in  every  10  persons  in  the  labor  force  worked  in  agricul- 
tural occupations.  Cash  and  luxury  goods  may  have  been  scarce,  but 
families  could  produce  most  of  the  basic  necessities  through  their  own 
efforts.  Now,  when  3  out  of  every  5  persons  live  in  or  near  metro- 
politan areas,  the  great  majority  of  the  Nation's  producers  work  for 
wages  or  salaries,  out  of  which  they  must  purchase  food,  clothing,  and 
shelter,  and  meet  all  the  other  demands  of  modern  living. 

Economic  security  for  most  Americans  therefore  depends  almost 
entirely  on  an  uninterrupted  flow  of  cash  income.  With  high  pro- 
duction and  full  employment,  most  families  are  able  to  meet  their 
current  needs  out  of  current  earnings.  Some  are  able,  in  addition, 
to  save  enough  to  weather  all  but  the  most  catastrophic  emergencies. 
Many  families,  however,  are  so  close  to  the  margin  that  they  can  ac- 
cumulate no  savings  to  tide  them  over.  Even  in  these  prosperous 
years,  when  per  capita  income  is  at  high  levels,  at  least  1  in  every  10 
families  in  the  Nation  has  an  annual  income  of  less  than  $1,000.  And 
when  savings  can  be  accumulated,  they  may  be  wiped  out  by  a  long- 
continued  or  expensive  illness  or  other  misfortune. 

The  ability  of  families  to  support  aging  parents  and  other  non- 
earning  adult  members  has  been  gravely  lessened  by  the  conditions 
of  urban  living  and  the  demands  on  money  income.  Many  aged  per- 
sons, moreover,  have  no  near  relatives  on  whom  they  can  call  for 
support. 

Private  philanthropy,  important  as  it  is  in  individual  instances, 
cannot  meet  the  problem  of  economic  insecurity  in  an  industrial 
society. 

Voluntary  insurance  plans — individual  or  group — are  important 
supplements  to  the  basic  social  security  measures.  They  are  not  ade- 
quate substitutes  because  they  are  a  resource  only  for  economically 
favored  groups.  Industrial  pension  plans  cover  primarily  workers 
in  large  plants  and  financially  strong  companies.  In  some  of  the 
largest  plans  the  pensions  are  payable  only  after  long  service — usually 
at  least  15  years — with  the  same  employer,  and  the  employee  must  be 
in  his  employ  at  the  time  of  retirement.  The  plans  do  not  give  basic 
protection  to  workers  in  small  firms,  self-employed  persons,  or  those 
who  move  from  one  job  to  another. 

Only  a  system  that  is  organized  by  society  as  a  whole,  acting  through 
government,  can  provide  effective  protection  for  the  entire  population. 
Our  public  social  security  programs  are  the  solid  foundation  for  such 
protection.  With  the  assurance  and  the  courage  that  such  a  basic 
foundation  gives,  each  individual  can  then  go  on  to  build,  through 
his  own  initiative  and  enterprise,  the  additional  security  that  will 
strengthen  and  augment  his  own  and  his  family's  future  well-being. 


Annual  Report,  Federal  Security  Agency,  1952 


Chart  1  —PERCENT  OF  ALL  AGED  PERSONS  RECEIVING  INCOME  FROM  SPECIFIED  SOURCES, 

DECEMBER   1951  ^ 
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1  Excludes  persons  oged  65  and  over  with  no  income  or  with  income  from  sources  other  than  those 
specified.  Some  aged  persons  received  income  from  two  or  more  sources.  Percent  of  women  receiving 
income  from  employment  includes  both  earners  and  the  wives  of  earners. 


Social  Security  Administration 


CONTRIBUTORY  SOCIAL  INSURANCE 

Old-age  and  survivors  insurance,  with  benefits  related  to  earnings, 
has  gained  an  assured  place  in  our  social  and  political  structure  be- 
cause it  is  in  keeping  with  our  democratic  foundations  and  also  with 
our  traditions  of  free  enterprise. 

Unlike  the  uniform  fiat-pension  approach  adopted  in  some  coun- 
tries, both  contributions  and  benefits  in  the  United  States  system  are 
related  to  the  individual's  earnings  from  covered  employment.  For 
social  reasons,  a  larger  proportion  of  the  wage  loss  is  compensated 
for  the  low-wage  worker  than  for  the  more  highly  paid  one,  but  the 
difference  in  benefit  amounts  is  still  important  in  giving  weight  to 
differentials  in  wages,  salaries,  and  earnings  from  self-employment. 
Moreover,  the  fact  that  the  benefits  are  paid  without  regard  to  need 
encourages  a  worker  to  acquire  additional  resources  through  savings 
or  insurance  or  other  personal  efforts. 

The  increase  in  the  volume  of  life  insurance  and  annuities  purchased 
during  the  past  decade  and  a  half,  as  well  as  the  growth  in  private 
pension  and  benefit  plans,  the  increase  in  home  ownership,  and  the 
growth  of  cooperative  credit  unions  and  other  mechanisms  for  per- 
sonal savings  are  all  evidence  that  the  assurance  of  a  reasonable  meas- 
ure of  economic  security  has  not  w^eakened  individual  responsibility  or 
enterprise  or  lessened  the  fundamental  desire  of  free  people  to  create 
a  better  life  for  themselves  and  their  families.  Social  security  is  an 
important  underpinning  but  not  a  substitute  for  individual  effort. 

Another  characteristic  of  old-age  and  survivors  insurance  differ- 
entiates the  program  from  the  "pension"  systems  of  some  other  coun- 
tries. Old-age  benefits  are  not  payable  to  every  insured  worker  or 
self-employed  insured  person  as  soon  as  he  reaches  his  65th  birthday. 
Because  benefits  are  a  partial  replacement  for  loss  of  earnings,  they 
are  payable  only  when  a  worker  retires  from  covered  employment,  or 
after  he  reaches  age  75.  For  the  retired  beneficiaries  now  receiving 
monthly  payments,  the  average  age  at  the  time  they  became  entitled  to 
benefits  was  68%  years.  If  benefits  were  paid  automatically  to  every- 
one at  age  65,  regardless  of  retirement  from  substantial  covered  em- 
ployment, the  cost  of  the  program  would  be  considerably  greater  than 
it  now  is.  In  1953  alone,  at  the  present  level  of  benefits,  the  additional 
cost  would  amount  to  $1  billion.  The  waiver  of  the  retirement  test 
for  persons  who  are  75  or  over  is  not  too  costly  to  the  system,  since 
relatively  few  persons  continue  working  beyond  this  age. 

Concern  over  the  unfairness  to  the  individual  and  the  waste  of  the 
Nation's  human  resources  in  squeezing  out  of  the  labor  market  the 
older  workers  who  want  and  are  able  to  continue  actively  in  produc- 
tive employment  is  becoming  increasingly  widespread.  It  is  recog- 
nized that  for  them,  as  for  other  workers,  the  best  economic  security  is 
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Chart  2  —PERCENT  OF  PATERNAL  ORPHANS  AND  OF  WIDOWS  i  RECEIVING  INCOME  FROM 
SPECIFIED   SOURCES,    DECEMBER    1951 
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a  chance  to  work.  For  those  who  are  no  longer  able  to  work  or  cannot 
find  a  job  there  must  be  some  orderly  provision  for  income  main- 
tenance. But  neither  the  growing  literature  on  the  problems  of 
aging  nor  the  various  studies  of  insurance  beneficiaries  made  by  the 
Bureau  of  Old-Age  and  Survivors  Insurance  indicate  that  any  sub- 
stantial number  of  older  persons  want  to  retire  from  active  work  at  65. 
Nor  do  the  beneficiary  studies  show  that  the  insurance  benefits  have 
any  great  influence  in  inducing  persons  to  retire  at  age  65  if  they  are 
able  to  work  full-time  at  their  usual  jobs.  The  Bureau's  studies  have 
shown  consistently  that  only  about  5  in  every  100  aged  beneficiaries 
have  retired  voluntarily  while  in  good  health.  The  other  95  stopped 
working  because  they  were  physically  unable  to  continue  or  had  been 
laid  off  and  could  not  find  other  jobs  suited  to  their  capacities. 

What  the  beneficiary  studies  do  not  show  is  what  happens  to  workers 
below  age  65  who  become  prematurely  disabled  and  no  longer  able  to 
work.  The  Bureau  of  Public  Assistance  during  the  year  made  a  study 
of  persons  receiving  aid  to  the  permanently  and  totally  disabled. 
Half  of  them  were  under  56  years  of  age,  and  about  15  percent  of  the 
entire  number  were  under  40.  Four  in  every  10  had  been  disabled 
for  at  least  10  years.  Unless  old-age  and  survivors  insurance  is 
amended  to  permit  a  flexible  retirement  age  before  65  years  for 
workers  who  are  forced  to  withdraw  from  the  labor  market  because  of 
total  and  permanent  disability — as  is  provided  for  railroad  workers 
and  Federal  employees,  and  in  many  industrial  pension  plans — the 
insurance  system  is  not  giving  the  full  protection  that  it  should  and 
can  give. 

THE  ROLE  OF  PUBLIC  ASSISTANCE 

When  the  Social  Security  Act  was  passed  it  was  clear  that,  until 
the  insurance  system  got  well  under  way,  public  assistance  would  have 
to  carry  the  major  share  of  support  for  the  needy  aged  and  blind  and 
for  children  deprived  of  parental  care  and  support.  With  extension 
of  coverage  under  the  1950  amendments  and  liberalization  of  eligi- 
bility requirements,  the  insurance  system  has  begun  to  assume  the 
major  role  of  income  maintenance  for  the  aged  and  for  families  whose 
breadwinner  has  died  (charts  1  and  2).  But  so  long  as  coverage  re- 
mains limited,  and  even  after  complete  coverage  is  attained,  the  assist- 
ance program  will  remain  a  major  resource  for  needy  persons  who 
have  not  had  an  opportunity  to  acquire  insurance  protection,  and  a 
source  of  supplementary  assistance  for  those  whose  insurance  benefits 
and  other  resources  are  not  suiScient  for  their  basic  needs. 

Two  other  important  factors  affecting  the  size  of  the  assistance  rolls 
are  the  continuing  increase  in  the  number  of  aged  persons  in  the  pop- 
ulation and,  as  a  result  of  the  recent  rise  in  the  birth  rate,  the  large 
increase  in  the  number  of  children.     Both  factors  have  increased  the 
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size  of  the  two  major  dependent  groups  from  which  most  assistance 
recipients  come. 

The  public  assistance  provisions  established  the  Federal  Govern- 
ment as  an  active  partner  with  State  and  local  governments  in  pro- 
viding assistance  to  needy  dependent  groups.  Through  the 
partnership,  State  and  local  governments  have  been  able  to  meet  need 
more  nearly  adequately.  The  increase  in  adequacy  has  been  accom- 
panied by  a  parallel  increase  in  awareness  of  and  emphasis  on  the 
value  of  constructive  services.  Through  the  sometimes  slow  but  con- 
stantly continuing  process  of  rebuilding  hope,  initiative,  and  inde- 
pendence, the  public  assistance  programs  are  working  toward  the  goal 
of  helping  the  individual  to  help  liimself  and  to  take  his  rightful 
place  as  a  responsible  member  of  the  community  and  the  Nation. 

The  participation  of  the  Federal  Government  has  not  led  to  concen- 
tration of  administrative  authority  in  the  Federal  Government. 
One  of  the  values  of  the  grant-in-aid  device  is  that  the  Federal  Gov- 
ernment can  provide  financial  support  for  a  program  and  leave  to 
the  State  government  the  responsibility  for  administering  the  pro- 
gram. Thus,  while  the  Federal  share  of  assistance  payments  through- 
out the  country  increased  from  13  percent  in  1936  to  48  percent  in 
1951,  the  administration  of  the  program  in  each  State  has  remained 
with  the  State  government.  Within  the  broad  limits  set  down  in  the 
Federal  act  to  protect  the  national  interest  by  ensuring  minimum  State 
standards  throughout  the  Nation,  each  State  has  been  free  to  adopt 
the  kind  of  program  its  people  wanted  and  to  determine  the  amount 
of  Federal  money  it  wished  to  accept. 

Another  provision  of  the  Social  Security  Act— that  the  State,  to 
receive  Federal  grants,  must  designate  a  single  State  agency  to  ad- 
minister or  supervise  the  administration  of  its  plan  and  that  the  State 
plan  must  be  in  effect  in  all  political  subdivisions  of  the  State— has 
also  resulted  in  greatly  strengthening  State  administrative  agencies  as 
well  as  the  local  assistance  agencies.  Today,  in  contrast  to  the  situ- 
ation in  the  early  1930's,  there  are  active  departments  of  public  welfare 
in  each  State  and  in  almost  all  of  the  3,187  counties  throughout  the 
Nation. 

For  many  States,  and  certainly  for  most  local  units  of  government, 
the  first  real  impetus  to  establish  civil  service  systems  came  from  the 
Federal  requirement  that  personnel  must  be  selected  on  a  merit  system. 
In  1935,  only  nine  States  had  civil  service  provisions.  The  benefits 
resulting  from  the  merit  system,  in  improved  tenure,  reasonable  classi- 
fication and  compensation,  and  freedom  from  political  pressures,  have 
been  felt  not  only  in  public  assistance  administration  but  in  other  areas 
as  well.  The  Social  Security  Administration  believes  that  the  best 
way  to  make  sure  that  only  needy  persons  receive  public  assistance  is 
efficient  administration  of  the  eligibility  provisions  by  an  adequate  and 
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well-qualified  staff.  From  the  very  beginning,  the  Administration 
has  stressed  the  importance  of  trained  personnel  and  has  encouraged 
the  use  of  educational  leave,  in-service  training,  and  other  methods  to 
help  public  assistance  workers  improve  their  qualifications  and  do  a 
better  job. 

HEALTH  AND  WELFARE  SERVICES  FOR  CHILDREN 

One  of  the  basic  values  of  a  democratic  society  is  concern  for  the 
well-being  of  the  individual  members  of  the  society.  In  the  past 
two  decades  we  have  seen  a  growing  awareness  of  the  interrelationship 
between  economic  insecurity  and  social  maladjustment,  and  of  the 
necessity  of  bringing  together  all  the  resources  of  a  highly  organized 
economy  to  promote  the  well-being  of  all  individuals  and  all 
families. 

The  interrelationship  of  economic  and  social  factors  as  they  affect 
the  welfare  of  children — economic  insecurity  of  the  family,  lack  of 
good  educational  opportunity,  inadequate  space  for  play  and  suitable 
recreation,  lack  of  understanding  by  parents  of  children's  needs — all 
may  contribute  to  ill-health  and  social  maladjustment.  Promoting 
positive  well-being  calls  for  the  cooperative  effort  of  many  people — 
families,  neighbors,  professional  workers,  the  young  people  them- 
selves, and  a  wide  variety  of  agencies,  both  voluntary  and 
governmental. 

The  maternal  and  child  health,  crippled  children's,  and  child  wel- 
fare grants  are  provided  to  enable  the  States  to  extend  and  improve 
both  State  and  local  health  and  social  services  for  children.  One  of 
the  strengths  of  these  grant-in-aid  programs  is  that  they  recognize  the 
democratic  principle  that  the  best  way  to  develop  services  for  chil- 
dren is  to  move  ahead  when  and  where  people  are  ready  to  go,  and  not 
to  attempt  to  mold  all  areas  of  the  Nation,  each  with  its  different  cul- 
tural, economic,  social  and  health  problem,  to  one  pattern. 

Increasingly  over  the  years  the  focus  of  children's  services  has 
shifted  from  concern  for  special  groups  of  disadvantaged  children — in 
which  this  country  has  been  a  well-recognized  pioneer — to  concern  that 
all  children  in  the  Nation  shall  have  the  opportunity  to  develop  the 
mental,  emotional,  and  spiritual  qualities  necessary  to  individual  hap- 
piness and  responsible  citizenship.  Similarly,  we  are  coming  to  see 
the  value  of  and  need  for  constructive  community  welfare  services  for 
adults  and  for  families  as  a  whole. 

Program  Administration  in  1952 

To  carry  out  its  responsibilities  for  the  Federal  aspects  of  its  various 
programs,  the  Social  Security  Administration  had  a  staff  totaling  14, 
814  persons  in  June  1952,  of  whom  6,075  were  in  the  departmental  and 
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8,739  ill  the  field,  regional,  and  area  offices.  Through  constant  atten- 
tion to  management  improvement  techniques  and  devices,  including 
more  closely  relating  the  performance  budgeting  and  work  planning 
processes,  the  Office  of  the  Commissioner  and  the  program  bureaus, 
with  no  increase  in  personnel,  met  heavier  workloads  and  tried  to  main- 
tain long-established  standards  of  operation.  Emphasis  on  coordi- 
nated operations  and  joint  consideration  of  problems  that  concern 
more  than  one  program  was  stepped  up  during  the  year.  Similarly, 
staff  members  participated  on  request  in  various  inter-Agency  and 
interdepartmental  committees. 

Cooperation  continued  with  the  Federal  Civil  Defense  Administra- 
tion in  working  out  the  place  and  function  of  public  welfare  in  the 
civil  defense  program,  in  providing  technical  assistance  in  developing 
basic  policies,  and  in  working  with  committees.  Of  the  several  task 
forces  set  up  by  the  National  Security  Resources  Board,  the  Adminis- 
tration carried  major  responsibility  for  the  program  subcommittee  of 
the  task  force  on  income  maintenance  and  gave  consultation  in  con- 
nection with  housing  and  community  facilities. 

Increasingly  the  Administration  has  been  called  on  to  share  its 
knowledge  and  skills  with  other  nations  through  the  international 
social  welfare  programs.  The  Commissioner  for  Social  Security,  as 
United  States  Member  of  the  United  Nations  Social  Commission,  and 
the  Director  of  the  Bureau  of  Public  Assistance,  as  alternate  Member, 
assisted  in  the  Commission's  review  of  the  significant  first  report  on 
world  social  conditions,  which  stressed  the  need  of  freeing  peoples  in 
many  parts  of  the  world  from  poverty,  disease,  and  ignorance  if  they 
are  truly  to  play  a  part  in  building  a  free  and  united  world.  The  re- 
port also  highlighted  the  needs  met  by  national  and  international 
technical  assistance  programs. 

Under  the  United  States  technical  assistance  programs  the  Admin- 
istration continued  to  provide  observers  and  trainees  from  all  over  the 
world  with  technical  training  in  social  welfare,  social  insurance,  ma- 
ternal and  child  health  and  welfare,  and  consumer  credit  cooperatives. 

An  increased  number  of  American  technicians  were  called  overseas 
to  provide  technical  help  in  establishing  and  strengthening  social 
welfare  programs.  By  the  end  of  the  fiscal  year  the  Administration 
had  received  requests  for  technicians  to  service  in  18  countries: 
Bolivia,  Brazil,  Chile,  El  Salvador,  Haiti,  Mexico,  Panama,  Paraguay, 
Peru,  Venezuela,  Egypt,  Iraq,  Israel,  Lebanon,  Turkey,  India,  Paki- 
stan, and  the  Philippines.  Technical  staff  also  took  part  in  several 
important  studies,  such  as  the  United  Nations  community  center  study, 
an  analysis  of  successful  experiments  in  local  participation  in  the 
establishment  of  basic  community  services  in  various  countries. 

In  all  phases  of  its  international  activities  the  Administration  found 
increasing   opportunity    for   cooperation   with    voluntary   agencies. 
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During  the  year  it  established  an  advisory  committee,  including  repre- 
sentatives of  several  voluntary  agencies,  to  consult  with  the  Adminis- 
tration staff  on  its  international  activities.  Through  such  arrange- 
ments the  American  social  welfare  organizations,  both  public  and 
voluntary,  are  making  maximum  use  of  the  technical  knowledge  and 
skill  that  this  country  has  to  contribute  in  the  field  of  international 
social  welfare. 

A  Program  for  the  Nation 

We  have  in  our  present  social  security  programs  the  firmly  estab- 
lished foundation  on  which  to  build  complete  basic  protection  against 
the  hazards  of  income  loss  that  was  envisaged  when  the  Social  Security 
Act  was  passed.  The  provisions  included  in  that  pioneering  legisla- 
tion were  admittedly  incomplete.  Over  the  years  the  programs  have 
been  broadened  considerably.  But  until  all  workers  in  the  Nation 
have  basic  protection  and  until  that  protection  extends  to  the  other 
major  causes  of  economic  insecurity,  the  programs  fall  short  of  the 
promises  and  potentialities  of  a  vigorous  democracy. 

The  most  serious  failure  is  the  lack  of  adequate  protection  against 
income  loss  from  disability  and  of  insurance  against  the  costs  of  good 
modern  medical  care.  There  is  now  widespread  agreement  that  most 
families  cannot  budget  individually  for  major  medical  expenses  and 
that  those  costs  must  be  distributed  among  groups  of  people  and  over 
periods  of  time.  The  growth  of  voluntary  medical  and  hospital  insur- 
ance plans  and  the  recent  development  of  employee-benefit  plans  are 
evidences  of  the  widespread  demand  for  the  benefits  of  modern  medi- 
cine and  for  adequate  protection  against  medical  costs.  These  volun- 
tary plans  have  brought  valuable  insurance  to  many  people,  but  the 
plans  do  not  provide  comprehensive  benefits  and,  despite  their  growth 
over  the  past  few  years,  in  1951  they  met  only  about  13  percent  of  all 
private  expenditures  for  medical  care  and  of  the  income  lost  because 
of  nonoccupational  illness  during  the  year. 

The  Social  Security  Administration,  in  line  with  its  responsibility 
for  studying  and  making  recommendations  concerning  the  most  effec- 
tive methods  of  providing  economic  security  through  social  insurance, 
has  studied  continuously  the  growing  problem  of,  and  the  many  pro- 
posals for,  prepaying  the  costs  of  good  modern  medical  care.  The 
report  to  be  made  at  the  end  of  1952  by  the  President's  Commission  on 
the  Health  Needs  of  the  Nation  should  throw  additional  light  on  the 
problem.  Pending  that  report,  however,  the  Administration  reiter- 
ates its  conviction  that  a  Nation-wide  system  of  medical  care  insur- 
ance is  the  most  effective  and  economical  method  of  removing  the 
economic  barrier  to  prompt  and  adequate  medical  care  for  the  whole 
population. 
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During  the  past  decade  and  a  half  our  social  security  programs  have 
strengthened  the  foundations  of  our  democracy.  To  strengthen  the 
Nation  still  further  to  meet  the  challenge  that  all  free  nations  face,  now 
and  in  the  days  to  come,  the  Social  Security  Administration  presents 
the  following  recommendations  for  social  security  for  all  the  Nation. 

A  comprehensive,  basic  Nation-ioide  system  of  contributory  social 
insurance  remains  our  first  objective.  Social  insurance  is  an  orderly 
and  equitable  method  of  assuring  continuing  income  to  families  whose 
earnings  are  interrupted  by  unemployment,  sickness,  disability,  retire- 
ment, or  death  of  the  breadwinner,  and  of  insuring  families  against  the 
costs  of  medical  care.  Our  old-age  and  survivors  insurance  and  unem- 
ployment insurance  programs  are  giving  basic  protection  against  wage 
loss  due  to  old  age,  unemployment,  or  death  of  the  family  earner.  The 
need  for  protection  against  wage  loss  from  sickness  and  disability,  and 
for  insurance  against  the  costs  of  good,  modern  medical  care— costs 
that  are  unpredictable  in  the  individual  case— is  equally  imperative 
and  equally  possible  through  social  insurance.  A  Nation-wide  sys- 
tem, covering  all  the  major  risks  and  all  employments,  is  the  most 
effective  and  the  most  economical  method  of  providing  basic  protection 
for  all  our  people.  Such  a  system  can  and  should  be  administered  on  a 
decentralized  basis.  Because  the  cash  benefits  are  related  to  the  indi- 
vidual worker's  earnings  and  because  they  are  paid  without  regard  to 
other  resources,  social  insurance  encourages  the  individual  to  build 
additional  security  and  a  better  life  for  himself  and  his  family. 

A  public  assistance  prograin  able  to  meet  satisfactorily  needs  that 
cannot  be  covered  by  social  insurance  is  an  essential  part  of  the  social 
security  program.  Cash  payments  and  services,  financed  from  Federal 
and  State  funds,  should  be  available  to  any  needy  person  in  the  United 
States,  whether  the  need  arises  from  old  age,  blindness,  disability,  lack 
of  parental  care,  or  other  cause,  and  should  be  available  irrespective  of 
the  place  of  residence. 

Health  and  toelfare  services  foi^  children  need  to  be  expanded  so  that, 
when  public  and  private  resources  are  considered  together,  the  services 
may  become  available  to  all  children  in  all  parts  of  the  country.  Cur- 
rent services  should  be  supported  and  strengthened  by  research  in  child 
life  to  guide  the  development  of  future  services. 

Federal  credit  unions,  with  their  emphasis  on  self-help  and  individ- 
ual thrift,  can  supplement  the  social  security  programs  by  making  it 
possible  for  more  families  to  increase  their  individual  security. 

Legislative  changes  that  would  help  achieve  the  broad  objectives 
outlined  above  are  discussed  more  fully  in  succeeding  sections  of  the 
report.     In  summary,  the  recommendations  are  as  follows : 
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OLD-AGE  AND  SURVIVORS  INSURANCE 

The  insurance  program  should  be  extended  to  cover  farm  operators 
and  professional  self-employed  persons  and  additional  farm  and 
liousehold  workers. 

Coverage  for  employees  who  are  members  of  Slate  and  local  govern- 
ment retirement  systems  should  be  permitted  on  the  same  basis  as  cov- 
erage for  other  State  and  local  employees. 

For  groups  now  covered  under  Federal  retirement  systems — mem- 
bers of  the  uniformed  services,  Federal  civilian  employees,  and  rail- 
road workers — arrangements  should  be  worked  out  so  that  individuals 
who  shift  from  one  type  of  employment  to  another  will  have  continu- 
ous basic  protection  under  old-age  and  survivors  insurance  and  so  that 
the  general  level  of  protection  furnished  the  career  employee  is  main- 
tained or  improved. 

The  maximum  of  creditable  earnings  that  count  toward  benefits 
should  be  raised  above  the  present  $3,600  a  year. 

The  "average  monthly  wage,"  on  which  benefits  are  based,  should  be 
computed  over  the  5  or  10  consecutive  years  of  highest  earnings. 

The  principle  that  benefit  amounts  should  be  increased  for  each 
year  in  which  an  individual  has  worked  in  covered  employment  should 
be  restored. 

The  benefit  formula  should  be  revised  to  increase  the  percentage  ap- 
plicable to  monthly  earnings  above  the  first  $100. 

In  order  to  ensure  the  best  use  of  the  funds  available  for  the  insur- 
ance program,  benefits  should  not  be  paid  in  general  to  individuals  who 
do  not  meet  a  reasonable  test  of  retirement  from  full-time  covered 
work.  The  amount  of  monthly  earnings  used  as  the  test  of  retirement, 
however,  could  be  increased  above  the  present  $75. 

The  insurance  system  should  provide  for  more  flexible  retirement 
provisions  by  permitting  individuals  who  are  permanently  and  totally 
disabled  to  receive  benefits  prior  to  the  normal  retirement  age ;  lower- 
ing the  age  of  eligibility  for  women  to  60 ;  and  increasing  benefits  for 
each  year  for  persons  working  in  covered  employment  after  age  65. 

Hospitalization  insurance  benefits  (up  to  60  days  a  year)  should  be 
provided  for  persons  aged  65  and  over  (and  their  dependents)  who  are 
insured  under  the  program — those  already  drawing  benefits  and  those 
who  have  not  yet  applied  for  them — and  for  the  widows  and  children 
of  deceased  insured  workers. 

DISABILITY  INSURANCE 

A  comprehensive  Federal  system  of  social  insurance  should  be  es- 
tablished to  protect  against  loss  of  earnings  due  to  disability.  Cover- 
age, eligibility  conditions,  and  administration  should  be  geared  in 
general  to  the  old-age  and  survivors  insurance  program.  Benefit 
amounts  during  periods  of  temporary  disability  should  be  adjusted  to 
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current  weekly  wages  and  during  periods  of  permanent  disability 
should  be  geared  to  old-age  and  survivors  insurance  benefits.  The 
insurance  provisions  should  be  coordinated  with  Federal-State  voca- 
tional rehabilitation  and  health  programs. 

MEDICAL  CARE  INSURANCE 

A  comprehensive  Nation-wide  system  of  medical  care  insurance 
should  be  established,  including  payments  for  services  furnished  by 
physicians,  hospitals,  dentists,  nurses,  and  laboratories,  and  for  ex- 
pensive prescribed  medicines  and  appliances,  with  provision  for  free 
choice  of  doctor  and  patient  and  for  decentralization  of  administra- 
tion by  administration  through  the  States. 

PUBLIC  ASSISTANCE 

The  Federal  share  of  the  cost  of  public  assistance,  including  the 
money  payment,  the  vendor  payments  for  medical  care,  and  adminis- 
trative costs,  should  be  related  to  the  fiscal  ability  of  the  State. 

To  improve  and  simplify  the  financing  of  medical  care  given  by 
States,  the  present  individual  maximums  on  Federal  matching  funds 
should  be  changed  to  an  average  amount  per  recipient  or,  alternatively, 
the  Federal  share  in  payments  made  by  the  State  for  medical  care  on 
behalf  of  assistance  recipients,  up  to  a  specified  maximum,  should  be 
determined  separately  from,  and  in  addition  to,  the  money  payment 
within  the  present  maximums. 

Aid  to  disabled  persons,  now  limited  to  those  who  are  totally  and 
permanently  disabled,  should  be  broadened  to  include  all  needy  per- 
sons whose  disabilities  seriously  interrupt  their  productive  activity, 
including  that  of  homemaking. 

The  Social  Security  Act  should  be  extended  to  include  Federal  par- 
ticipation in  assistance  given  by  a  State  to  any  needy  person. 

States  with  limited  fiscal  resources  should  receive  a  relatively 
higher  proportion  of  Federal  funds  for  the  cost  of  administration, 
either  through  the  provision  for  variable  grants  recommended  above  or 
some  other  method. 

The  legislation  opening  the  assistance  rolls  to  public  inspection 
should  be  repealed. 

A  small  appropriation  should  be  made  to  the  Federal  Security 
Agency  with  authority  to  use  these  funds  to  extend  and  strengthen 
facilities  to  train  personnel  for  State  and  local  public  assistance 
administration. 

Kesidence  requirements  in  existing  federally  aided  programs  should 
be  prohibited  or  at  least  be  reduced  to  a  maximum  of  one  year,  and 
should  not  be  permitted  in  programs  for  other  needy  persons,  if 
grants  for  such  programs  should  be  authorized  as  recommended. 
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Also,  State  citizenship  requirements  should  be  prohibited  in  all  fed- 
erally aided  programs. 

The  Federal  share  in  assistance  payments  in  Puerto  Kico  and  the 
Virgin  Islands  should  be  increased  within  the  existing  maximums  on 
individual  payments  applicable  to  both  jurisdictions,  and  the  dollar 
limitation  on  the  total  Federal  grant  should  be  removed. 

The  authority  now  included  in  the  Social  Security  Act  to  study  the 
most  effective  methods  of  providing  economic  security  should  be  ex- 
tended to  include  authority  to  make  grants  to  States,  universities,  and 
qualified  individuals  to  conduct  research  that  would  contribute  to 
meeting  more  effectively  the  problems  of  dependency. 

MATERNAL  AND  CHILD  HEALTH  AND  CHILD  WELFARE  SERVICES 

The  full  amounts  authorized  under  the  Social  Security  Act  for 
grants  to  States  for  maternal  and  child  health  and  crippled  children's 
programs  and  child  welfare  services  should  be  made  available. 

Methods  should  be  developed  to  assure  essential  child  health  and 
welfare  services  to  children  of  migratory  agricultural  workers. 

States  need  the  help  of  the  Federal  Government  in  improving  their 
services  for  prevention  and  control  of  juvenile  delinquency,  the 
services  to  be  coordinated  or  integrated  with  State  and  local  child 
welfare  services  and  other  services  for  children. 

The  States  whose  maternal  and  infant  mortality  rates  are  higher 
than  the  national  average  should  receive  special  help  and  attention  so 
that  they  may  make  an  all-out  attack  on  the  problem. 

To  maintain  a  high  quality  of  service  in  the  child  health  and  welfare 
programs,  the  number  of  adequately  trained  personnel  needs  to  be 
increased.  Funds  should  be  appropriated  to  the  Federal  Security 
Agency  with  authority  to  use  those  funds  to  extend  and  strengthen 
facilities  to  train  personnel  for  State  and  local  child  health  and  child 
welfare  services. 

An  expanded  program  of  research,  including  authorization  for 
grants  to  universities,  research  institutions,  and  individuals,  is  needed 
to  provide  a  sound  base  for  effective  health  and  welfare  services  for 
children. 

Old- Age  and  Survivors  Insurance 

At  the  end  of  the  1952  fiscal  year  the  old-age  and  survivors  in- 
surance program  had  been  in  operation  for  15^  years.  The  program 
has  come  to  be  recognized  as  a  basically  American  institution,  in 
harmony  with  the  American  way  of  life.  It  has  provided  an  orderly 
method  whereby  gainfully  employed  people  can  contribute  toward 
their  own  security  and  that  of  their  families.     Because  benefits  are 
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related  to  income  from  work,  individual  effort  and  initiative  are  re- 
warded; because  they  are  paid  without  regard  to  other  resources,  the 
people  covered  by  the  program  are  encouraged  to  save  individually  to 
enhance  their  personal  security. 

The  program  now  covers  4  out  of  5  of  the  Nation's  paid  civilian 
jobs.  Practically  all  our  citizens  have  a  direct  interest  and  stake 
in  its  future.  Increased  public  awareness  of  the  significance  of  old- 
age  and  survivors  insurance  is  reflected  in  the  congressional  action  to 
improve  the  program  in  1952.  The  most  important  changes  were 
those  that  increased  benefit  amounts,  liberalized  the  retirement  test, 
provided  wage  credits  for  military  service  after  World  War  II,  and, 
for  purposes  of  study  and  consideration,  set  forth  a  method  of  pre- 
serving the  insurance  rights  of  permanently  and  totally  disabled 
persons.  As  important  as  the  amendments  themselves  was  the  grow- 
ing recognition  that  the  insurance  program  must,  in  the  words  of  the 
Committee  on  Ways  and  Means  of  the  House  of  Kepresentatives,  be 
kept  "in  line  with  major  changes  in  economic  conditions."  Further 
congressional  consideration  of  the  program  is  scheduled  for  early 
1953. 

The  Significance  of  the  Program 

BENEFICIARIES  AND  BENEFIT  AMOUNTS 

In  June  1952  about  4.6  million  people  were  receiving  benefits  under 
the  program.  Some  3.5  million  of  these  beneficiaries  were  aged  65 
and  over— 2.4  million  of  them  retired  workers  and  1.1  million  the 
wives  and  dependent  husbands  of  retired  workers  and  the  widows, 
dependent  widowers,  and  dependent  parents  of  workers  who  had  died. 
Of  the  remaining  1.1  million,  some  200,000  were  young  widows  and 
900,000  were  children. 

The  benefits  paid  to  these  people  were  modest  in  amount.    In  June 

1952,  the  average  insurance  benefit  paid  to  a  retired  worker  who  had 
no  dependents  also  receiving  benefits  was  $43.20.  When  the  worker 
and  his  wife  both  received  benefits,  the  average  for  the  family  was 
$70.10.  Families  consisting  of  a  widowed  mother  and  two  children 
averaged  $93.80. 

These  figures  do  not,  of  course,  reflect  the  benefit  increases  provided 
in  the  1952  amendments,  which  went  into  effect  with  benefits  for  the 
month  of  September;  nor  do  they  reflect  the  generally  higher  benefit 
amounts  that  will  be  paid  in  cases  where  the  worker  has  had  6  quarters 
of  coverage  (roughly  18  months  of  covered  work)  after  1950.  Taking 
both  of  these  factors  into  account,  it  is  expected  that  benefits  awarded 
to  a  retired  worker  and  wife  who  come  on  the  rolls  in  the  fiscal  year 

1953,  for  example,  will  be  somewhat  more  than  $100  a  month. 
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THE  ECONOMIC  STATUS  OF  BENEFICIARIES 

In  a  Nation-wide  survey  made  in  the  fall  of  1951,  the  Bureau  of 
Old-Age  and  Survivors  Insurance  interviewed  more  than  17,000  re- 
tired workers  and  aged  widows  who  had  received  insurance  benefits 
in  all  12  months  of  the  year  preceding  the  interview.  This  group, 
which  comprised  90  percent  of  the  beneficiaries  included  in  the  survey, 
is  of  special  interest  because  these  beneficiaries  met  the  retirement  test 
of  the  program  throughout  the  year ;  that  is,  they  had  not  earned  more 
than  $50  in  any  month  in  covered  employment. 


Chart    3. — PERSONS    RECEIVING    MONTHLY    BENEFITS    UNDER    OLD-AGE    AND    SURVIVORS 

INSURANCE,   JUNE    1952 


Percent  for  wives  and   husbands   includes  about  31,000  wives  under  age  65  with  child  beneficiaries 
in  their  care. 

For  almost  two-thirds  of  the  beneficiaries,  the  benefits  were  the  only 
significant  source  of  independent  retirement  income.  Without  the 
benefits,  only  13  percent  of  the  single  beneficiaries  would  have  had 
retirement  income  amounting  to  $600  or  more  for  the  year,  and  only 
13  percent  of  the  couples  would  have  had  retirement  income  of  $600 
or  more  per  person.  (This  retirement  income  included  employer  and 
union  pensions,  veterans'  pensions,  private  annuities,  and  income  from 
trust  funds,  rents,  interest,  and  dividends.)  With  the  benefits,  37 
percent  of  the  beneficiaries  had  as  much  as  $600  per  person  for  the 
year. 

Relatively  few  beneficiaries  had  employer  and  union  pensions — 
only  1  in  5  of  the  men,  1  in  8  of  the  retired  women,  and  1  in  50  of  the 
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aged  widows.  About  one-fourth  of  the  men,  one-fifth  of  the  retired 
women,  and  one-eighth  of  the  aged  widows  had  some  earnings  during 
the  year,  but  for  the  most  part  the  earnings  were  small.  This  result 
was  to  be  expected,  of  course,  since  all  these  beneficiaries  met  the  retire- 
ment test  of  the  program  throughout  the  year.  Sixty-five  percent  of 
the  retired  men,  70  percent  of  the  retired  women,  and  80  percent  of 
the  aged  widow  reported  that  they  were  unable  to  work.  Seventeen 
percent  received  public  assistance  payments  at  some  time  during  the 
year. 

In  addition  to  money  income,  many  beneficiaries  had  other  resources. 
About  40  percent  shared  households  with  relatives  or  friends ;  others 
had  noncash  income  such  as  garden  produce  or  free  housing  or  meals. 
Almost  half  the  beneficiaries  owned  their  homes— though  1  in  every 
6  was  mortgaged.  Most  beneficiaries  had  liquid  assets  such  as  cash, 
bank  deposits,  and  stocks  and  bonds,  but  only  41  percent  had  as  much 
as  $500  in  such  assets. 

Although  the  monthly  benefit  was  small  in  amount,  for  a  large  ma- 
jority of  the  beneficiaries  it  was  a  critical  item  of  income.    To  some 
it  spelled  the  difference  between  hardship  and  reasonable  security; 
to  many  it  was  the  one  substantial  element  of  independence  and  self 
support  that  remained. 

THE  PROTECTION  PROVIDED 

Some  89  million  people  living  on  January  1,  1952,  had  worked  in 
covered  employment  and  contributed  to  the  program  at  one  time 
or  another  during  the  first  15  years  of  its  existence.  About  7  out  of 
every  10  had  enough  wage  credits  to  be  fully  insured  under  the  pro- 
gram ;  for  1  out  of  4  the  insurance  protection  was  permanent. 

Of  the  13.2  million  people  aged  65  or  over  in  the  United  States  in 
June  1952,  4.1  million  were  working  or  married  to  men  who  were 
working.  Probably  1.6  million  of  them  can  now  count  on  receiving 
monthly  benefits  under  old-age  and  survivors  insurance  and  an  ad- 
ditional 400,000  will  have  retirement  protection  under  other  Govern- 
ment programs  when  their  income  from  work  stops.  Of  the  popula- 
tion under  65  years  of  age,  59  million  were  insured  under  the  pro- 
gram at  the  beginning  of  the  calendar  year  1952.  Some  19  million  of 
these  people  were  permanently  insured — that  is,  whether  or  not  they 
continue  to  work  in  covered  jobs  they  will  be  eligible  for  benefits  at 
65  and  their  families  are  assured  of  protection  in  the  event  of  their 
death.  An  additional  40  million  were  insured  but  would  have  to 
continue  in  covered  work  for  an  additional  period  to  make  their  in- 
sured status  permanent.  Four  out  of  five  of  the  mothers  and  young 
children  in  the  Nation  were  assured  that  they  would  receive  monthly 
benefits  if  the  father  or  working  mother  of  the  family  died. 
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COVERAGE 

It  is  expected  that  during  the  calendar  year  1952  about  60  million 
people  will  make  contributions  toward  their  insurance  protection. 
The  program  now  covers  about  80  percent  of  the  Nation's  paid  civilian 
jobs.  An  additional  7  percent  are  covered  by  retirement  systems  of 
Federal,  State,  or  local  governments.  About  13  percent  of  the  Nation's 
gainful  workers — most  of  them  farmers,  self-employed  professional 
people,  or  farm  or  household  workers  who  are  not  regularly  employed 
by  a  single  employer — have  no  coverage  under  any  public  retirement 
program. 

CONTRIBUTIONS  AND  DISBURSEMENTS 

Benefit  payments  during  the  fiscal  year  amounted  to  $1,982  million ; 
with  administrative  expenses  of  $85  million,  the  total  outgo  amounted 
to  $2,067  million.  Contributions  totaled  $3,594  million,  payments  to 
the  trust  fund  from  the  general  funds  of  the  Treasury  to  meet  the  cost 
of  benefits  attributable  to  World  War  II  service  were  $4  million,  and 
interest  received  on  investments  was  $334  million,  bringing  total  re- 
ceipts to  $3,932  million.  The  difference  of  $1,865  million  represents 
the  increase  in  the  trust  fund  during  the  year.  At  the  end  of  June 
1952,  the  fund  totaled  $16.6  billion  held  and  invested  for  the  benefit 
of  the  contributors  to  the  program. 

On  June  30,  all  assets  of  the  fund,  except  $327  million  held  in  cash, 
were  invested  in  United  States  Government  securities  as  required  by 
law;  $2.2  billion  was  invested  in  public  issues  (identical  with  similar 
bonds  owned  by  private  investors),  and  $14.0  billion  was  invested  in 
special  certificates  of  indebtedness  bearing  interest  at  the  average  rate 
paid  on  the  total  interest-bearing  Federal  debt  at  the  time  they  are 
issued.  The  average  interest  rate  on  all  investments  of  the  trust  fund 
at  the  end  of  the  year  was  about  2.3  percent. 

ADMINISTERING  THE  PROGRAM 

The  Bureau's  workload  in  the  fiscal  year  1952  was  1.5  percent  greater 
than  in  1951.  The  cost  of  administering  the  program,  including 
costs  incurred  by  the  Treasury  Department  for  the  collection  of  social 
security  taxes,  was  about  $85  million,  only  2.4  cents  of  each  dollar  of 
contributions  collected.  Administrative  costs  within  the  Federal 
Security  Agency  were  approximately  $61  million,  or  1.7  cents  out  of 
each  dollar  of  contributions. 

The  first  reports  of  self -employment  income  made  by  self-employed 
persons  newly  covered  under  the  program  by  the  1950  amendments 
were  received  in  the  Bureau  toward  the  end  of  the  1952  fiscal  year. 
These  reports  reflected  good  results  in  imparting  public  understand- 
ing of  a  completely  new  program  provision. 
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Coverage  of  State  and  local  government  employees  presented  a  new 
experience  for  the  Bureau  in  terms  of  relationships  with  State  gov- 
ernments, and  involved  the  study  and  resolution  of  novel  legal  and 
policy  questions.  The  building  up  of  mutual  cooperation  is  illus- 
trated by  an  invitation  extended  by  one  State  to  the  Bureau  staff  to 
survev  and  advise  on  State  records  and  processes. 

In  the  other  new  coverage  groups,  the  misunderstandings  that  were 
to  be  expected,  and  resulting  operating  difficulties,  were  gradually 
corrected.  An  active  informational  program  contributed  much  to  this 
accomplishment. 

Considerable  numbers  of  potential  claimants  delayed  the  filing  ot 
claims  applications  until  after  June  1952  to  take  full  advantage  of  the 
new  computation  formula  under  the  1950  amendments.  It  was  antici- 
pated that  this  would  result  in  a  sharp  peak  in  claims  receipts  during 
the  months  of  July  and  August,  and  careful  advance  attention  was 
devoted  to  planning  work  flows,  vacation  schedules,  and  overtime  so  as 
to  ensure  that  the  new  claims  would  be  certified  for  payment  in  the 
shortest  possible  time. 

The  Bureau  was  faced  with  double  handling  in  a  great  many  claims 
cases  in  which  the  claimant  would  not  obtain  the  full  benefit  of  the 
new  formula  unless  he  filed  two  applications— one  for  an  initial  benefit 
and  a  later  one  for  a  recomputation  of  that  benefit.  It  was  estimated 
that  the  extra  handling  would  cost  more  than  $1.3  million.  After 
study  of  the  situation,  a  technical  provision  was  recommended  to 
Congress  and  included  in  the  1952  amendments  which  permitted  the 
full  benefit  to  be  awarded  on  the  first  application. 

MANAGEMENT  IMPROVEMENT  ACTION 

Behind  the  Bureau's  record  of  minimum  costs  is  a  continuing  em- 
phasis on  management  improvement.  Savings  which  the  Bureau  is 
able  to  achieve  through  work  simplifications  are  illustrated  by  action 
taken  during  the  1952  fiscal  year  to  make  monthly  payments  to  chil- 
dren in  the  same  family  unit  by  single  check  instead  of  by  issuing  a 
separate  check  to  each  child  who  is  legally  eligible.  Savings  to  the 
trust  fund  as  a  result  of  this  action  are  expected  to  amount  to  $250,000 
in  the  next  fiscal  year,  and  to  increase  as  the  number  of  child  bene- 
ficiaries continues  to  grow.  Savings  will  also  accrue  to  the  Treasury 
Department,  the  Post  Office  Department,  the  Federal  Reserve  Banks, 
and  the  General  Accounting  Office. 

A  new  wage  record  certification  method  will  be  installed  shortly 
after  January  1,  1953.  This  method  will  reduce  to  a  minimum  de- 
tailed checking  of  wage  records  back  to  1936.  Savings  are  estimated 
at  $50,000  a  year  and  could  well  exceed  $100,000.  The  Bureau's  study 
of  the  possibility  of  extending  the  application  of  electronic  equipment 
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beyond  its  present  usage  is  continuing.  This  study  holds  the  possi- 
bility of  very  large  savings  at  some  time  in  the  future. 

The  development  of  personnel  and  the  maximum  use  of  their  ca- 
pacities is  a  major  management  objective.  An  important  step  in  this 
direction  is  a  project  to  group  all  Bureau  positions  requiring  similar 
qualifications  in  a  "job  family."  To  date,  three  job  families  have  been 
developed  covering  4,908  Bureau  positions ;  six  additional  groupings 
should  complete  this  project.  Such  groupings,  which  facilitate  the 
movement  of  employees  among  positions  throughout  the  Bureau, 
should  prove  of  great  value  in  the  long-range  development  of  career 
staff. 

At  the  same  time,  work  has  been  almost  completed  on  the  establish- 
ment of  a  Bureau-wide  intern  program  designed  to  broaden  the  knowl- 
edge, experience,  and  perspective  of  employees.  This  will  be  accom- 
plished by  providing  rotating  assignments  throughout  the  Bureau  for 
employees  who  can  best  utilize  the  opportunity  for  a  different  type  or 
level  of  work  experience. 

A  marked  increase  in  activity  under  the  Bureau's  Employee  Awards 
Program  has  been  accomplished.  During  the  fiscal  year  $5,280  was 
paid  in  cash  awards  to  employees  for  suggestions  that  resulted  in 
measureable  savings  of  $138,192.  In  addition,  a  total  of  $15,605  in 
annual  salary  increases  was  paid  to  employees  for  notably  efficient 
performance. 

Adequate  space  for  the  Bureau  continues  to  be  a  problem.  The 
major  recordkeeping  operations  are  on  two  shifts  because  of  lack  of 
space.  The  Bureau  is  dispersed  in  six  separate  buildings  in  Baltimore, 
when  for  best  results  its  operations  should  be  under  one  roof.  In 
accordance  with  authorization  granted  by  Congress,  the  Bureau  has 
arranged  with  the  General  Services  Administration  to  prepare  pre- 
liminary plans,  specifications,  and  cost  estimates  for  a  building.  It  is 
planned  to  submit  a  request  for  funds  for  1954  to  acquire  a  site  for  a 
building  and  begin  construction. 

Improving  the  Program 

COVERAGE 

Old-age  and  survivors  insurance  now  covers  about  80  percent  of  the 
Nation's  paid  civilian  jobs.  Yet  a  great  many  people — those  who 
will  spend  all  or  part  of  their  working  lives  in  the  remaining  20  percent 
of  the  jobs — will  not  have  any  protection  or  will  have  less  than  full 
protection  under  the  program.  Old-age  and  survivors  insurance  can 
be  fully  effective  only  if  virtually  all  gainful  employment  is  covered. 

About  13  percent  of  the  Nation's  paid  civilian  jobs  are  not  covered 
by  any  public  retirement  system.  Most  of  the  people  in  these  jobs  are 
farmers,  farm  or  household  workers  who  are  not  regularly  employed 
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by  a  single  employer,  or  self-employed  professional  people.  People 
in  these  groups  who  have  significant  earnings  should  be  covered  by 
old-age  and  survivors  insurance  as  soon  as  possible. 

Farm  operators  continue  to  be  the  largest  occupational  group  with- 
out the  protection  of  any  retirement  system.  Yet  the  risk  that  old  age 
or  premature  death  will  deprive  a  farm  family  of  vital  earning  power 
is  comparable  to  the  risk  for  a  city  family.  Because  of  the  higher  pro- 
portion of  older  workers  and  the  larger  families  among  farm  people, 
the  impact  of  old  age  or  the  premature  death  of  the  breadwinner  may 
be  even  greater  for  farm  families  as  a  group  than  for  people  in  other 
occupations.  Coverage  of  the  3.4  million  farm  operators  having  an- 
nual net  earnings  of  $400  or  more  from  their  farm  self-employment 
would  present  no  special  problem  and  should  not  be  further  delayed. 

Farm  workers  as  a  group  have  only  limited  protection  under  the 
program  because  of  restrictive  coverage  provisions;  many  have  none 
at  all.  A  farm  worker,  to  be  covered,  must  work  for  a  single  employer 
regularly  and  for  a  considerable  period.  The  worker  must  first  serve 
a  "qualifying  quarter"— that  is,  he  must  be  continuously  employed  by 
a  single  employer  during  the  entire  quarter.  He  is  then  covered  in 
succeeding  quarters  if  he  works  full  time  for  that  employer  on  60  days 
during  the  quarter  and  is  paid  at  least  $50  in  cash.  The  present  pro- 
vision should  be  changed  to  a  simple  cash  wage  test,  eliminating  the 
requirement  that  the  farm  worker  must  work  for  one  employer  for 
any  extended  period  before  he  can  be  covered ;  this  provision  would 
bring  about  900,000  additional  farm  workers  under  the  program. 

Domestic  workers  must  also  meet  a  restrictive  test  of  regularity  of 
employment  in  order  to  be  covered.  A  household  worker  is  not  cov- 
ered unless  she  works  for  a  single  employer  on  each  of  24  days  during 
a  quarter  and  is  paid  at  least  $50  in  cash  for  that  work.  The  only 
requirement  for  coverage  should  be  a  specific  cash-wage  test.  Elimina- 
tion of  the  24-day  test  would  bring  about  120,000  additional  household 
workers  under  the  program. 

Self-employed  people  in  certain  professions  were  not  brought  into 
the  program  in  1950  because  Congress  was  not  sure  that  they  wanted 
to  be  covered.  Since  that  time,  interest  in  old-age  and  survivors  in- 
surance protection  has  been  increasing  among  self-employed  pro- 
fessional people.  About  500,000  self-employed  professional  people 
with  $400  or  more  of  annual  net  earnings  from  their  professions  are 
now  excluded.  The  desirability  of  old-age  and  survivors  insurance 
coverage  for  self-employed  professionals  will  undoubtedly  be  re- 
examined by  national  organizations  of  the  several  excluded  groups. 

Clergymen  also  are  not  covered  either  by  old-age  and  survivors  in- 
surance or  by  any  other  public  retirement  system.  Special  provisions 
contained  in  the  1950  amendments  permit  coverage  of  lay  employees 
of  religious,  educational,  and  similar  nonprofit  organizations  at  the  op- 
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tion  of  the  employees  and  the  employing  organization.  A  number  of 
religious  organizations  and  many  more  individual  clergymen  of  sev- 
eral denominations  have  urged  that  old-age  and  survivors  insurance 
coverage  be  made  available  to  clergymen.  About  200,000  clergymen 
are  now  excluded.  The  Social  Security  Administration  has  felt  that 
the  wishes  of  religious  organizations  should  be  controlling  in  deter- 
mining whether  clergymen  should  be  covered.  Consequently,  while 
it  has  not  urged  such  coverage,  the  Administration  would  favor  mak- 
ing coverage  available  for  clergymen,  on  the  same  basis  as  for  lay 
employees  of  nonprofit  organizations,  if  there  is  a  general  feeling 
among  religious  organizations  that  clergymen  should  be  covered  by 
the  insurance  program. 

Almost  41/^  million  paid  civilian  jobs  are  covered  by  other  Federal 
or  by  State  or  local  government  retirement  plans  (exclusive  of  the  rail- 
road retirement  program,  which  is  partially  coordinated  with  old-age 
and  survivors  insurance) .  These  systems  are  designed  mainly  for  the 
person  who  spends  most  of  his  career  in  employment  covered  by  one 
system.  Yet  there  is  a  very  considerable  movement  of  workers  into 
and  out  of  these  systems.  In  1950,  when  there  were  on  the  average 
about  2  million  Federal  civilian  employees,  more  than  600,000  were 
hired  and  upwards  of  400,000  left  Federal  jobs. 

As  a  result  of  this  shifting  from  job  to  job,  many  workers  do  not 
remain  under  any  one  system  long  enough  to  acquire  retirement  bene- 
fit rights.  Survivor  protection  is  interrupted  or  lost.  In  some  cases, 
an  individual  qualifies  under  two  or  more  systems.  To  avoid  these 
undesirable  and  capricious  situations,  arrangements  should  be  made 
for  coordinating  the  protection  afforded  by  old-age  and  survivors  in- 
surance and  by  the  various  public  retirement  plans  so  that  employees 
who  shift  between  jobs  will  be  assured  of  continuous  basic  protection, 
while  career  employees  retain  total  protection  at  least  equal  to  what 
they  now  have. 

There  is  considerable  evidence  of  a  growing  public  concern  with  this 
problem.  This  concern,  and  the  resulting  increased  interest  in  old-age 
and  survivors  insurance  coverage  for  these  people,  is  reflected  in  recent 
legislative  action  and  consideration. 

Most  significant  were  the  amendments  to  the  Eailroad  Retirement 
Act  adopted  late  in  1951,  which  provide,  in  effect,  for  joint  coverage 
of  railroad  employees  by  the  railroad  retirement  and  old-age  and  sur- 
vivors insurance  programs.  Under  these  amendments,  contributions 
covering  all  railroad  employment  after  1936,  at  the  old-age  and  sur- 
vivors insurance  rates,  will  in  effect  be  transferred  from  the  railroad 
retirement  account  to  the  old-age  and  survivors  insurance  trust  fund. 
In  all  cases  in  which  the  worker  has  less  than  10  years  of  railroad  em- 
ployment at  the  time  of  his  death  or  retirement,  and  in  some  survivor 
cases  in  which  the  worker  had  10  years  or  more  of  railroad  employ- 
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ment,  railroad  wages  are  credited  towards  old-age  and  survivors  in- 
surance benefits.  In  all  other  cases  there  will,  in  effect,  be  transferred 
from  the  trust  fund  to  the  railroad  retirement  account  an  amount 
equivalent  to  the  benefits  which  the  old-age  and  survivors  insurance 
program  would  have  paid  based  on  the  railroad  wages  if  the  latter  had 
been  creditable  under  that  program.  Thus  in  every  case  in  which  an 
individual  has  railroad  employment  after  1936,  the  old-age  and  sur- 
vivors insurance  program  will  in  effect  receive  contributions  on  that 
employment  and  pay  whatever  benefits  would  result  from  that  employ- 
ment, either  direct  to  the  individual  or  to  the  railroad  retirement 

account. 

In  cases  where  the  equivalent  of  an  old-age  and  survivors  insurance 
benefit  is  due  the  railroad  retirement  account,  the  railroad  program 
will  pay  benefits.  In  the  over-10-year  survivor  cases  which  the  rail- 
road program  pays,  the  benefit  will  be  based  on  both  railroad  and  old- 
age  and  survivors  insurance  earnings.  In  the  over- 10-year  retirement 
cases,  the  railroad  program  will  pay  a  benefit  based  only  on  railroad 
earnings,  and  the  individual  will  receive  a  benefit  from  the  old-age  and 
survivors  insurance  program  also  if  he  meets  the  insured  status 
requirements  of  the  latter  program.  In  the  under-10-year  retirement 
cases,  the  worker  will  receive  only  an  old-age  and  survivors  insurance 
benefit ;  he  will  receive  that,  of  course,  if  his  railroad  wage  credits,  and 
any  old-age  and  survivors  insurance  credits  he  may  have,  together 
meet  the  qualifying  requirements  for  old-age  and  survivors  insurance. 
While  there  are  disadvantages  to  this  rather  complicated  method  of 
coordination,  it  has  in  general  improved  the  protection  provided  for 
railroad  workers.  Benefit  losses  through  shifts  on  employment  and 
duplication  of  benefits  have  been  reduced.  Further  study  of  the  rela- 
tionship between  the  two  programs  was  authorized  by  the  Eighty- 
second  Congress. 

Congress  also  gave  further  attention  to  the  problem  of  maintamnig 
the  insurance  protection  of  servicemen  who  do  not  make  a  career  m  the 
Armed  Forces  and  therefore  have  no  protection  under  the  service 
retirement  systems.  In  1950,  Congress  had  provided  wage  credits 
under  old-age  and  survivors  insurance  for  military  service  in  World 
War  II ;  in  the  1952  amendments,  wage  credits  were  provided  for  post- 
war military  service.  Since  the  period  of  creditable  military  service 
extends  only  through  1953,  however,  this  measure  does  not  meet  the 
long-term  need  to  maintain  the  protection  of  servicemen.  This  need 
should  be  met  on  a  systematic  and  permanent  basis  by  bringing  the 
Nation's  8.5  million  servicemen  under  the  regular  contributory  cover- 
age of  the  old-age  and  survivors  insurance  program. 

Another  significant  development  came  in  1952  when  Congress  di- 
rected the  Executive  Branch  of  the  Government  to  make  a  study  of 
retirement  systems  for  Federal  civilian  employees  and  members  of  the 
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Armed  Forces,  including  the  relationship  of  these  systems  to  old-age 
and  survivors  insurance.  A  detailed  examination  of  this  relationship 
may  well  produce  the  answer  to  the  problem  of  more  nearly  adequate 
protection  for  the  Federal  worker.  The  Social  Security  Administra- 
tion believes  that  the  most  desirable  arrangement  is  one  that  would  give 
the  Federal  worker  basic  protection  under  old-age  and  survivors  insur- 
ance and  supplementary  protection  under  a  Federal  staff  retirement 

system. 

Finally,  the  mounting  interest  in  more  nearly  adequate  protection 
for  people  under  other  public  retirement  systems  was  evidenced  by 
congressional  consideration  of  old-age  and  survivors  insurance  cover- 
age for  State  and  local  government  employees  covered  by  retirement 
systems.  Employees  who  are  in  positions  covered  by  a  State  or  local 
retirement  system  at  the  time  the  State  brings  other  employees  in  the 
State  or  local  group  into  the  Federal  system  cannot  be  covered  under 
the  latter.  H.  E.  7800,  as  passed  by  the  House  in  1952,  would  have 
permitted  coverage  of  retirement  system  members  other  than  police- 
men, firemen,  and  elementary  and  secondary  school  teachers  if  the 
members  of  the  system  indicated  in  a  written  referendum  their  desire 
for  coverage.  Kepresentatives  of  a  number  of  retirement  systems 
urged  that  action  not  be  taken  until  public  hearings  had  been  held,  and 
the  provisions  were  accordingly  deleted  by  the  Senate  and  omitted 
from  the  amendments  as  finally  enacted;  but  hearings  are  to  be  held 
early  in  1953  on  the  question  of  coverage  of  retirement  system  members. 

Action  should  be  taken  to  make  old-age  and  survivors  insurance 
coverage  possible  for  the  2.3  million  employees  covered  by  State  and 
local  retirement  systems.  If  retirement  system  members  believe 
special  provisions  are  necessary  to  safeguard  their  interests,  the 
Federal  law  might  include  a  provision  that  coverage  could  not  be 
extended  to  retirement  systems  unless  a  referendum  shows  that  the 
members  favor  such  coverage. 

Extension  of  coverage  in  the  future,  important  as  it  is,  will  not  pre- 
vent dependency  among  those  who  are  too  old  to  work  and  who  there- 
fore have  not  been  able  to  qualify  for  benefits  under  the  insurance  pro- 
gram. Some  of  these  people  were  already  out  of  the  labor  force  by 
1937,  because  of  age  or  disability ;  others  have  been  in  noncovered  em- 
ployment and  now  have  no  further  opportunity  to  work.  Insofar  as 
these  people  make  up  today's  old-age  assistance  load,  the  load  will  not 
be  reduced  by  covering  additional  employment  under  the  insurance 
program.  This  fact  has  led  to  proposals  to  work  out  some  arrange- 
ment for  paying  benefits  under  the  insurance  program  to  all  the  present 
retired  aged.  Such  a  plan  could  not  be  expected  to  eliminate  old-age 
assistance  expenditures.  The  extent  of  reduction  in  such  expendi- 
tures would  depend  on  the  size  of  the  benefit  provided  by  the  insurance 
program.     Since  the  benefit  amount  would  necessarily  be  limited, 
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many  aged  persons  would  still  need  supplementary  assistance.  Such 
reduction  as  would  occur  in  assistance  expenditures  would  in  all  proba- 
bility be  more  than  offset  by  increased  outlays  under  the  insurance 
program  arising  from  the  additional  benefits  provided. 

Any  plan  to  pay  all  the  present  aged — who  are  retired  and  not  re- 
ceiving old-age  and  survivors  insurance — a  benefit  under  the  insur- 
ance program  must  be  accompanied  by  extension  of  coverage  to  all 
gainful  employment.  With  all  employment  covered,  those  retiring 
in  the  future  would  have  eligibility  based  on  contributions,  and  the 
need  to  pay  benefits  to  noncontributors  would  be  confined  mainly  to 
the  present  aged.  Only  with  universal  coverage  could  a  plan  for 
bringing  in  the  present  aged  be  considered  as  a  transitional  device  that 
would  not  substantially  increase  the  long-run  cost  of  the  system  or 
threaten  the  contributory  principle  on  which  the  insurance  program  is 
based.  If  a  transitional  plan  of  this  kind  is  adopted,  it  seems  clear 
that  the  cost  of  the  noncontributory  benefits  should  be  met  out  of  gen- 
eral taxation  rather  than  from  the  contributions  of  covered  workers 
and  employers. 

BENEFITS 

Any  consideration  of  benefit  amounts  under  old-age  and  survivors 
insurance  must  take  two  factors  into  account — whether  the  benefits 
provide  a  reasonable  and  adequate  content  of  living  at  any  given  time, 
and  whether  that  content  is  maintained  in  the  face  of  changing  eco- 
nomic conditions. 

From  time  to  time  surveys  have  been  made  of  the  resources,  income, 
and  living  arrangements  of  persons  receiving  old-age  and  survivors 
insurance  benefits.  In  every  one  of  these  surveys,  including  the 
Nation-wide  study  made  in  the  fall  of  1951,  it  has  been  found  that  the 
insurance  benefits  constitute  the  major  source  of  income  for  most  bene- 
ficiaries. Many  have  other  income  or  resources — pensions,  savings, 
homes  that  they  own.  For  about  two-thirds  of  the  beneficiaries, 
though,  the  insurance  benefits  were  their  only  significant  permanent 
money  income.  Old-age  and  survivors  insurance  is  the  base  on  which 
nearly  all  Americans  build  their  retirement  programs. 

Benefit  amounts  therefore  should  be  high  enough  to  provide  an 
adequate  foundation  on  which  the  worker  covered  under  old-age  and 
survivors  insurance  for  most  of  his  working  lifetime  can  build  a  satis- 
factory retirement  income.  Moreover,  the  benefit  amounts  in  them- 
selves must  be  high  enough  so  that  the  full-time  worker  at  low  wages 
who  has  been  covered  under  the  program  steadily  will  not  have  to 
apply  for  public  assistance  after  his  retirement. 

This  does  not  mean,  of  course,  that  the  minimum  benefit  under  old- 
age  ancl  survivors  insurance,  or  the  benefits  to  those  with  very  low 
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average  wages,  must  be  in  line  with  payments  made  under  public 
assistance.  Most  cases  in  which  minimum  benefits  or  very  low  wages 
are  involved  are  not  those  of  workers  at  low  wage  levels  who  have  been 
under  the  program  steadily,  but  rather  are  those  of  people  who  have 
been  under  it  intermittently  or  for  short  periods.  There  is  no  justifica- 
tion for  undertaking  to  provide  adequate  minimum  benefits  for  all 
those  who  meet  the  insured  status  requirements.  Thus,  for  example, 
it  would  not  be  justifiable  to  pay  a  minimum  benefit  sufficient  in  itself 
to  provide  a  livelihood  for  a  person  who  was  covered  for  most  of  his 
working  lifetime  under  another  public  retirement  system  and  who 
received  adequate  retirement  pay  under  it. 

Both  the  1950  and  1952  amendments  increased  the  minimum  benefit 
payable  under  the  program  and  the  benefit  formula  percentage  that 
applies  to  the  lower  part  of  the  average  wage.  The  minimum  benefit 
is  now-$25 ;  the  benefit  formula  provides  for  the  payment  of  55  percent 
of  the  first  $100  of  the  average  monthly  wage  and  15  percent  of  the 
next  $200.  Further  increases  in  either  the  minimum  benefit  or  the 
percentage  applied  to  the  lower  part  of  the  average  wage  would,  in 
the  long  run,  be  of  greatest  assistance  to  those  who  have  participated 
in  the  insurance  program  briefly  and  irregularly.  The  regular  partici- 
pant, even  though  employed  at  relatively  low  wages,  will  generally 
have  an  average  wage  in  excess  of  $100. 

Further  changes  in  the  benefit  structure  should  be  directed  primarily 
toward  increasing  the  benefit  paid  with  respect  to  that  part  of  the 
average  wage  in  excess  of  $100.  The  amount  to  which  the  55  percent 
part  of  the  benefit  formula  applies,  for  example,  might  be  increased 
from  $100  to  a  higher  figure,  such  as  $115  or  $120.  The  percentage 
applied  to  earnings  in  excess  of  the  latter  figure  should  be  increased 
from  15  percent  to  20  percent  or  higher. 

A  further  step  that  should  be  taken  in  order  that  meaningful  wage- 
related  benefits  may  be  paid  to  those  whose  earnings  are  above  the 
lowest  levels  is  to  raise  the  present  ceiling  on  annual  earnings  creditable 
toward  benefits.  This  raise  would  permit  the  use  of  higher  average 
wages  in  the  benefit  computation.  The  present  ceiling  of  $3,600  is  not 
in  line  with  the  increase  in  wage  levels  that  has  occurred  since  the 
program  was  established.  In  1939  only  3  percent  of  all  workers  in 
covered  employment  had  earnings  above  $3,000,  the  maximum  amount 
then  creditable.  In  1951  an  estimated  21  percent  of  such  workers  had 
earnings  above  the  revised  maximum  ($3,600).  The  maximimi  on 
creditable  earnings  must  be  increased  substantially.  Without  such  an 
increase  the  continuing  rise  in  wage  levels,  which  there  is  every  reason 
to  expect  over  the  long  run,  will  eventually  mean  that  most  benefits 
will  be  of  the  same  amount  and  thus  the  advantages  of  a  program  that 
gears  benefits  to  previous  earnings  will  be  lost. 
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Still  another  improvement  that  should  be  made  is  the  restoration  of 
the  former  provision  increasing  the  benefit  amount  for  each  year  of 
participation  in  the  program.  Not  only  would  such  an  increment  help 
to  improve  benefits  for  the  full-time  worker  in  covered  jobs;  it  would 
also  give  recognition  to  the  repeatedly  expressed  attitude  on  the  part 
of  covered  workers  that  long-term  contributors  should  get  some  return 
for  their  extra  contributions. 

Adoption  of  the  changes  recommended  will  result  in  benefit  amounts 
that  will  provide  a  reasonable  and  adequate  level  of  living  for  the 
beneficiaries.  There  will  still  remain,  of  course,  the  problem  of  main- 
taining that  level  of  living  if  wages  and  prices  rise.  In  recognition  of 
this  continuing  problem.  Congress  from  time  to  time  has  amended  the 
program  to  bring  the  benefit  amounts  in  line  with  increased  wage  and 
price  levels,  and  similar  congressional  action  will  doubtless  be  required 
in  the  future.  It  is  desirable,  though,  that  such  adjustments  be  made 
automatically,  at  least  in  part.  A  change  in  the  method  of  computing 
the  average  monthly  wage,  on  which  the  benefit  amount  is  based,  would 
bring  about  some  degree  of  automatic  adjustment  to  wage  levels. 
Under  present  law,  the  average  monthly  wage  is  computed  by  dividing 
the  worker's  covered  earnings  by  all  the  months  in  his  working  lifetime 
after  1936  or  1950.  This  method  of  computing  the  average  wage  will, 
after  the  lapse  of  some  years,  result  in  a  considerable  lag  between  the 
effective  level  of  wages  on  which  benefits  are  awarded  and  current  wage 
levels.  This  lag  could  be  reduced  by  a  provision  for  computing  the 
average  monthly  wage  over  the  worker's  best  consecutive  5  or  10  years 
of  covered  earnings. 

This  method  of  computing  the  average  wage  would  not,  of  course, 
relate  a  worker's  benefit  amount  to  the  proportion  of  his  working  life- 
time spent  under  the  program.  There  should  be  combined  with  it, 
therefore,  a  provision  for  relating  the  benefit  amount  to  the  proportion 
of  time  spent  in  covered  employment.  Otherwise  there  would  be  little 
or  no  distinction  between  the  benefits  for  the  short-term  worker  and 
those  for  the  individual  who  works  and  contributes  regularly  under  the 
program  throughout  his  life. 

Even  if  this  method  of  computing  the  average  wage  is  adopted,  it 
will  not,  of  course,  increase  benefit  amounts  for  those  already  on  the 
benefit  rolls  at  any  given  time.  It  is  just  as  essential  to  provide  and 
maintain  an  adequate  level  of  living  for  beneficiaries  already  on  the 
rolls  as  it  is  for  those  who  will  come  on  the  rolls  in  the  future.  In 
view  of  the  fact  that  on  September  30,  1952,  the  average  benefit  for  a 
retired  worker  only,  after  having  been  increased  by  the  1952  amend- 
ments, was  $46.75,  and  $80.75  for  a  man  and  wife  both  receiving  bene- 
fits, it  is  obvious  that  the  benefits  payable  to  those  now  on  the  rolls  are 
not  yet  adequate  and  should  be  increased. 
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A  FLEXIBLE  RETIREMENT  AGE 

Under  the  present  provisions  of  the  insurance  program,  when  an 
insured  worker  reaches  age  65  he  may  receive  benefits  if  he  has  re- 
tired—that is,  if  he  does  not  work  in  covered  employment  or  self- 
employment  for  earnings  of  over  $75  a  month.  At  age  75,  the  retire- 
ment program  for  him  becomes  an  annuity  program ;  he  may  receive 
benefits  regardless  of  his  earnings  from  covered  work.  Thus,  there  is 
already  some  flexibility  in  the  retirement  provisions  of  the  insurance 
program.  Considerably  more  flexibility  is  needed,  though,  if  the 
program  is  to  function  adequately  as  the  basic  retirement  program 
for  most  of  the  American  people. 

The  age  at  which  retirement  is  desirable  or  necessary  varies  with 
each  individual.  Many  people  are  not  ready  for  retirement  at  65 ; 
they  are  still  competent  and  vigorous,  and  it  is  in  their  own  interest 
and  that  of  society  that  they  keep  on  working.  Others,  not  so  fortun- 
ate, are  ready  to  retire  at  65 ;  many,  however,  find  it  impossible  to  do 
so.  In  some  cases  this  is  because  their  wives  are  not  yet  65  and  there- 
fore not  eligible  for  wife's  benefits,  and  the  husband's  benefit  alone 
is  not  adequate  to  support  the  couple.  Still  other  individuals  may 
not  be  able  to  continue  working  until  age  65 ;  because  of  permanent 
and  total  disability  they  may  be  forced  to  retire  prematurely.  The 
insurance  program  is  not  now  adjusted  to  deal  with  these  individual 
differences  in  ability  to  go  on  working. 

It  is  important  that  the  retirement  test  be  retained  in  the  program, 
although  it  might  be  desirable  to  increase  above  $75  the  amount  of 
earnings  used  as  a  test  of  retirement.  If  the  test  were  eliminated  the 
cost  of  the  program  would  be  increased  by  about  one-sixth,  chiefly  to 
pay  benefits  to  people  who  are  employed  full  time.  All  available 
evidence  indicates  that  the  retirement  test  does  not  discourage  people 
from  working  if  they  can.  Among  the  retired  workers  interviewed  in 
the  national  beneficiary  survey,  who  had  met  the  retirement  test 
throughout  the  year,  about  two-thirds  indicated  that  they  were  unable 
to  work. 

To  the  extent  that  insured  workers  do  postpone  retirement  after  age 
65,  though,  some  increase  in  benefit  amounts  should  be  given  by  reason 
of  the  fact  that  they  have  not  drawn  benefits  for  the  entire  period 
after  65  and  by  reason  of  their  having  made  additional  insurance  con- 
tributions and  additional  contributions  to  the  Nation's  productive 
effort.  The  Social  Security  Administration  recommends,  therefore, 
that  an  increase  in  benefits— somewhat  larger  than  that  recommended 
for  participation  in  the  program  prior  to  age  65— be  provided  for 
continuance  in  covered  work  after  age  65. 

It  is  also  recommended  that  women  be  permitted  to  qualify  for  bene- 
fits at  age  60.  Wives  are  usually  a  few  years  younger  than  their 
husbands,  and  it  cannot  reasonably  be  expected  that  when  a  man  re- 
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tires  liis  wife  will  be  able  to  get  a  job  to  supplement  his  income.  Sim- 
ilarly, a  woman  widowed  at  age  60,  or  an  aged  dependent  mother,  may- 
have  a  very  difficult  time  getting  a  job,  particularly  if  she  had  not 
previously  worked.  If  wives,  widows,  and  dependent  mothers  are 
permitted  to  receive  benefits  at  age  60,  the  retirement  age  for  women 
workers  should  also  be  reduced. 

Finally,  it  is  essential  that  provision  be  made  for  paying  benefits 
before  the  normal  retirement  age  to  insured  workers  who  become 
totally  and  permanently  disabled  before  that  age.  A  more  detailed 
discussion  of  the  need  for  protection  against  disability  is  contained  in 
the  following  section  of  this  report,  but  a  discussion  of  the  need  for 
flexibility  in  the  retirement  provisions  of  the  program  would  be  in- 
complete if  the  problem  of  permanent  and  total  disability  before  the 
usual  retirement  age  were  not  at  least  mentioned.  The  old-age  and 
survivors  insurance  program  is  the  only  major  retirement  program 
that  does  not  make  some  provision  for  premature  retirement  because 
of  disability. 

INSURANCE  AGAINST  DISABILITY 

Not  only  is  there  no  provision  in  the  present  law  for  the  payment 
of  benefits  in  cases  of  permanent  and  total  disability ;  potential  old- 
age  and  survivors  insurance  benefits  are  reduced  by  periods  of  dis- 
ability, and  the  right  to  benefits  may  be  completely  lost.  A  step 
toward  overcoming  this  latter  disadvantage  was  taken  when  a  tenta- 
tive provision  to  preserve  the  benefit  rights  of  disabled  persons  and 
their  families  was  included  in  the  1952  amendments.  This  provision, 
which  is  similar  in  effect  to  the  "waiver  of  premium"  clause  common 
in  private  life  insurance  contracts,  will  become  operative  only  if 
Congress  takes  further  affirmative  action.  Congress  has  indicated  its 
intent  to  hold  hearings  on  this  matter  early  in  1953. 

The  Social  Security  Administration  recommends  not  only  that 
the  rights  of  disabled  workers  be  preserved  but  also  that  provision 
be  made  for  cash  disability  insurance  benefits  and  that  rehabilitation 
services  be  provided  from  the  funds  of  the  insurance  program  to  help 
disabled  people  return  to  gainful  employment. 

It  is  estimated  that,  among  our  civilian  population  of  working  age, 
approximately  2  million  people  have  total  disabilities  that  have  lasted 
more  than  6  months.  (This  figure  takes  no  account  of  the  large  num- 
ber of  disabled  people  among  the  1.2  million  inmates  of  institutions  of 
various  kinds.)  Among  those  aged  55  to  64,  probably  every  sixteenth 
person  is  totally  disabled.  As  the  number  and  proportion  of  people 
in  the  older  age  groups  increase,  the  number  and  relative  importance 
of  long-term  disabilities  are  also  bound  to  increase. 

Today  relatively  few  people  have  long-term  protection  against  in- 
come loss  from  permanent  and  total  disability.     Those  who  do,  for 
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the  most  part,  owe  what  protection  they  have  to  the  fact  that  industrial 
pension  plans  commonly  provide  for  a  reduced  pension  in  case  of  per- 
manent total  disability — usually  at  advanced  ages  and  after  many 
years  of  service.  Only  if  the  condition  is  due  to  work-connected  in- 
jury or  illness — that  is,  in  less  than  5  percent  of  all  permanent  and  total 
disability  cases — may  wage  earners  count  on  receiving  payments  under 
workmen's  compensation  laws.  Wliile  special  groups,  such  as  career 
employees  in  government  service  and  the  railroad  industry,  are  pro- 
tected under  their  separate  programs,  people  who  work  in  employment 
covered  only  by  old-age  and  survivors  insurance  must  face  the  calam- 
ity of.  disablement  without  any  protection  whatsoever.  The  relatively 
high  premiums  charged  by  private  insurance  companies,  and  the  re- 
strictive terms  on  which  private  insurance  against  this  risk  is  offered, 
keep  the  protection  afforded  by  private  companies  to  a  small  fraction 
of  the  total  need. 

The  Social  Security  Administration  recommends  that  workers  who 
have  worked  for  substantial  periods,  and  immediately  prior  to  becom- 
ing disabled,  in  employment  covered  by  old-age  and  survivors  in- 
surance and  who  are  totally  disabled  for  any  substantially  gainful 
employment  be  entitled  to  cash  benefits.  These  benefits  should  be  ad- 
ministered by  the  Bureau  of  Old- Age  and  Survivors  Insurance,  and 
the  determinations  of  disability  should  be  made  by  that  Bureau  to 
secure  uniformity.  The  methods  employed  would  be  substantially 
the  same  as  those  followed  under  the  Federal,  State,  local,  and  private 
systems  now  in  operation. 

In  addition,  for  workers  eligible  for  disability  benefits,  rehabilita- 
tion services  provided  through  the  Federal-State  program  of  voca- 
tional rehabilitation  should  be  paid  for  from  the  old-age  and  survivors 
insurance  trust  fund.  Those  who  can  make  a  success  of  rehabilitation 
would  have  ample  incentive  to  prefer  the  higher  income  of  gainful 
employment  to  the  necessarily  modest  amount  of  their  cash  benefits. 

More  frequent  if  less  serious  in  their  consequences  are  injuries  and 
illnesses  which,  though  totally  disabling,  are  of  shorter  duration. 
Two  million  people  between  the  ages  of  14  and  65,  exclusive  of  those  in 
institutions,  are  away  from  work  or  from  their  regular  pursuits  on  an 
average  day  because  of  illnesses  or  injuries  that  have  lasted  less  than 
6  months.  To  meet  the  risk  of  income  loss  due  to  short-term  illness 
and  injuries,  four  States  have  established  temporary  disability  insur- 
ance programs.  To  give  all  employed  workers  covered  under  old-age 
and  survivors  insurance  equal  protection  against  income  loss  due  to 
short-term  disability,  cash  benefits  should  be  provided  as  part  of  old- 
age  and  survivors  insurance.  These  benefits  should  be  payable,  after 
a  short  waiting  period,  for  the  duration  of  the  disability  up  to  26  weeks 
in  any  one  year. 
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Just  as  the  rate  of  incidence  and  the  duration  of  disability  in  gen- 
eral rise  among  the  upper  age  groups,  so  do  the  rate  of  incidence  and 
the  duration  of  illness  requiring  hospitalization.  Wliile  hospitaliza- 
tion insurance  is  widely  available  to  people  in  the  younger  age  groups, 
particularly  those  employed  in  industry  or  residing  in  urban  com- 
munities, opportunities  to  obtain  such  protection  are  limited  for 
persons  aged  65  and  over. 

As  a  consequence,  the  risk  of  illness  requiring  hospitalization  can 
assume  catastrophic  proportions  for  the  aged.  One  in  9  of  the  bene- 
ficiaries in  the  national  beneficiary  survey  was  found  to  have  been 
hospitalized  during  the  year  of  the  survey,  70  percent  of  them  for 
more  than  2  weeks.  The  great  majority  of  beneficiaries  do  not  have 
resources  adequate  to  meet  this  risk.  To  cope  with  at  least  part  of  the 
cost  of  hospitalization,  the  Administration  recommends  that  hospital- 
ization insurance  be  provided  for  persons  aged  65  and  over  (and  their 
dependents)  who  are  insured  under  the  program — those  already  draw- 
ing benefits  and  those  who  have  not  yet  applied  for  them — and  for  the 
widows  and  children  of  deceased  insured  workers. 

FINANCING 

Two  of  the  changes  recommended  in  the  foregoing  paragraphs— 
the  increase  in  the  maximum  on  creditable  wages  and  the  extensions 
of  coverage— would  result  in  a  decrease  in  the  cost  of  the  program 
as  a  percentage  of  pay  roll.  Other  recommendations  would  result 
in  increasing  the  cost  of  the  program  as  a  percentage  of  pay  roll. 
The  net  effect,  if  all  the  recommendations  are  adopted,  would  be 
some  increase  in  cost. 

In  any  consideration  of  the  recommendations  the  cost  factors  will 
of  course  have  to  be  given  careful  consideration.  If  coverage  under 
the  program  were  practically  universal,  as  recommended,  it  would  be 
appropriate  to  provide  for  a  Government  contribution  to  the  cost  of 
the  program.  In  any  event,  orderly  arrangements  should  be  made 
for  meeting  additional  costs  resulting  from  improvements  in  the  pro- 
gram so  that  it  will  continue  to  operate  under  an  adequate  long-range 
plan  of  financing. 

Public  Assistance 

Significant  declines  in  the  number  of  persons  receiving  public 
assistance  occurred  during  the  year,  reflecting  increased  employment 
opportunities  and  the  expanded  coverage  of  old-age  and  survivors 
insurance  and  its  higher  benefits  made  possible  by  the  1950  amend- 
ments to  the  Social  Security  Act.  At  the  same  time,  however,  in  recog- 
nition of  the  increased  cost  of  living  that  affected  the  adequacy  of  the 
grant  of  persons  still  dependent  on  public  assistance.  Congress  in 
July  1952  enacted  amendments  that  made  it  possible  for  State  public 
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assistance  programs  to  meet  need  more  adequately.  Federal  aid  to 
States  was  increased  by  raising  the  maximum  monthly  payment  in 
which  the  Federal  Government  will  share,  and  by  increasing  the  pro- 
portion within  the  maximum  which  the  Federal  Government  will  pay 
to  States. 

Beginning  October  1,  1952,  for  old-age  assistance,  aid  to  the  blind, 
and  aid  to  the  disabled.  Federal  funds  pay  %  of  the  first  $25  (raised 
from  %  of  the  first  $20)  of  the  average  monthly  assistance  payment 
per  recipient,  plus  half  the  balance  of  all  expenditures  up  to  $55  a 
month  for  individual  payments  (raised  from  $50).  For  aid  to  de- 
pendent children.  Federal  funds  pay  %  of  the  first  $15  (raised  from  % 
of  the  first  $12)  of  the  average  monthly  payment  per  recipient,  plus 
half  the  balance  up  to  $30  for  the  needy  adult  caretaker,  $30  for  the 
first  child,  and  $21  for  each  additional  child  (raised  from  $27,  $27,  and 
$18,  respectively). 

The  changes  are  effective  for  2  years.  Each  State  will  determine  the 
extent  to  which  these  additional  Federal  funds  will  be  used  to  increase 
payments  to  the  needy.  Under  similar  legislative  changes  in  1946  and 
1948,  almost  all  States  used  the  additional  Federal  funds  to  increase 
payments. 

Another  amendment  passed  by  Congress  in  June  1952  permits  (and 
after  June  30, 1954,  requires)  States  to  disregard  the  first  $50  a  month 
of  a  blind  person's  earned  income  not  only  in  determining  his  own 
need  but  also  that  of  his  dependents.  Previously,  a  blind  person  could 
earn  $50  a  month  without  its  being  counted  in  figuring  his  assistance 
budget,  but  his  earnings  did  have  to  be  counted  as  a  resource  to  his 
dependents  if  they  were  applying  for  or  receiving  aid  under  another 
federally  aided  assistance  program. 

Program  Developments 

CASE  LOAD  AND  EXPENDITURES 

Both  the  number  receiving  assistance  and  expenditures  for  their 
care  showed  decreases  in  1952.  The  number  of  recipients,  including 
those  receiving  general  assistance,  dropped  by  200,000  during  the 
year — from  5.7  million  in  June  1951  to  5.5  million  in  June  1952.  Total 
expenditures  for  the  year  decreased  by  $17  million  to  $2,393  million, 
of  which  the  Federal  share  was  $1,134  million. 

The  number  on  the  rolls  in  June  1952  represents  a  drop  of  about 
4  percent  from  June  1951  and  about  10  percent  from  the  peak  load 
in  1950.  The  decrease  took  place  despite  the  fact  that  the  1950  amend- 
ments broadened  coverage  by  providing  grants  to  States  for  aid  to  the 
permanently  and  totally  disabled,  extending  Federal  help  to  Puerto 
Kico  and  the  Virgin  Islands,  and  adding  a  few  small  groups  of  needy 
persons  to  existing  categories. 
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The  decline  resulted  primarily  from  decreases  in  aid  to  dependent 
children  and  old-age  assistance.  The  number  of  persons  receiving 
aid  to  the  permanently  and  totally  disabled  increased.  Many  of  the 
disabled  had  previously  been  provided  for  under  State  or  locally 
financed  general  assistance,  and  their  transfer  to  the  new  federally 
aided  program  accounts  for  a  large  part  of  the  12.4  percent  decrease  in 
general  assistance.  There  was  little  change  in  the  number  of  recipients 
of  aid  to  the  blind ;  for  the  country  as  a  whole  there  was  a  net  increase 
of  400  cases. 

Chart   4,— AGED    PERSONS   AND    CHILDREN    RECEIVING    MONTHLY   PAYMENTS    UNDER  THE 

SOCIAL    SECURITY    ACT  ^ 
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In  44  of  the  53  States,  fewer  families  were  receiving  aid  to  dependent 
children  in  June  1952  than  in  the  preceding  June.  Similarly,  45  of 
the  53  States  had  fewer  aged  recipients.  This  decrease  occurred  de- 
spite the  continuing  increase  in  the  number  of  aged  persons  in  the 
population.  As  a  result,  201  individuals  per  1,000  population  aged  65 
or  over  were  receiving  old-age  assistance  in  June  1952,  as  compared 
with  214  in  June  1951  and  235  in  the  peak  period  of  June  1942 
(chart  4). 

Many  States  raised  payments  during  the  year  to  help  meet  the 
increase  in  the  cost  of  living.  In  June  1952,  average  monthly  pay- 
ments were  $45.19  per  person  in  old-age  assistance ;  $75.88  per  family 
in  aid  to  dependent  children  (or  $21.93  per  person) ;  $46.06  per  person 
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in  aid  to  the  permanently  and  totally  disabled;  $50.13  per  person  in 
aid  to  the  blind ;  and  $45.95  per  case  in  general  assistance. 

EFFECT  OF  OLD-AGE  AND  SURVIVORS 

INSURANCE  ON  PUBLIC  ASSISTANCE 

As  a  result  of  the  relaxed  requirements  for  insured  status  under  the 
1950  amendments  to  the  Social  Security  Act,  by  the  end  of  1951  about 
600,000  additional  retired  workers  became  entitled  to  old-age  and 
survivors  insurance  benefits.  The  additional  income  from  the  benefits 
made  it  possible  for  several  thousand  persons  who  had  been  dependent 
on  public  assistance  to  leave  the  assistance  rolls.  For  others  who  might 
otherwise  have  had  to  apply  for  assistance,  the  insurance  benefit  was 
.  enough,  with  other  resources,  to  make  them  financially  independent. 

For  most  of  the  600,000  retired  workers,  however,  the  insurance 
benefit  for  which  they  qualified  was  a  small  amount.  At  the  end  of 
1951,  for  example,  the  average  benefit  for  the  group  who  became 
eligible  solely  as  a  result  of  the  more  liberal  eligibility  requirements 
in  the  1950  amendments  was  $25  a  month.  The  insurance  benefit 
therefore  reduced,  but  did  not  wipe  out,  the  need  for  some  assistance. 
As  a  result  of  the  growth  in  the  number  of  insurance  beneficiaries, 
the  number  needing  some  supplementation  has  materially  increased, 
although  the  amount  of  assistance  they  require  is  substantially  smaller 
than  it  would  have  been  without  the  insurance  benefit. 

In  February  1952,  406,000  aged  persons  received  both  old-age  and 
survivors  insurance  and  old-age  assistance.  They  represented  15.3 
percent  of  the  total  number  of  old-age  assistance  recipients  as  com- 
pared with  13.8  percent  in  August  1951  and  6.1  percent  in  June  1948. 
Their  payments  amounted  to  12.5  percent  of  the  total  expenditures  for 
old-age  assistance.  In  addition,  some  30,000  aid  to  dependent  chil- 
dren families,  or  5.2  percent  of  the  total  number,  also  received  both 
insurance  benefits  and  public  assistance,  which  represents  only  a  shght 
rise  from  5.0  percent  in  August  1951  and  4.8  percent  in  June  1948. 
Their  payments  amounted  to  4.2  percent  of  total  expenditures  for  aid 
to  dependent  children. 

STATE   IMPLEMENTATION   OF  AMENDMENTS 
TO  THE  SOCIAL  SECURITY  ACT 

States  were  active  during  the  year  improving  and  strengthening 
their  public  assistance  programs  by  incorporating  provisions  included 
in  the  1950  amendments.  By  June  30,  1952,  38  States  were  adminis- 
tering aid  to  the  permanently  and  totally  disabled  and  were  making 
payments  to  145,344  recipients,  some  40  percent  more  than  the  number 
aided  by  the  31  with  State  programs  in  June  1951.  Puerto  Eico  and 
the  Virgin  Islands  now  have  approved  plans  for  all  four  categories 
of  assistance.    Pennsylvania  and  Missouri,  which  did  not  have  fed- 
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erally  aided  blind  programs  before  an  amendment  in  1950  permitted 
them  to  qualify  for  Federal  funds  on  a  special  basis,  now  have  ap- 
proved plans.  Alaska's  plan  for  its  aid  to  the  blind  program  was 
approved,  and  Nevada  is  now  the  only  State  which  does  not  have  a 
federally  aided  program  for  the  blind. 

Aid  to  the  permanently  and  totally  disabled. — In  addition  to  initiat- 
ing new  programs  for  aid  to  the  disabled  or  strengthening  their  exist- 
ing programs.  States  have  been  studying  the  characteristics  of  persons 
receiving  assistance  under  this  program  in  order  to  meet  their  needs 
more  effectively,  and  to  plan  for  their  rehabilitation  to  the  extent 
possible. 

Preliminary  findings  from  a  Nation-wide  study  conducted  by  the 
Bureau  of  Public  Assistance,  in  cooperation  with  States  agencies, 
revealed  that  the  recipients  of  aid  to  the  disabled  are,  to  a  great  extent, 
persons  past  middle  life.  Half  of  the  recipients  were  56  years  of  age 
or  over,  and  almost  a  third  were  60  years  or  over.  Only  about  15  per- 
cent were  under  40  years  of  age.  Diseases  of  the  heart  and  circulatory 
system,  congenital  conditions  or  injury  at  birth,  paralyzing  conditions, 
and  arthritis  were  the  major  impairments.  Most  of  the  recipients  had 
had  their  major  impairments  for  a  relatively  long  time ;  for  40  percent, 
the  impairment  had  occurred  10  years  or  more  before  the  study  was 
made.  Fewer  than  3  percent  had  impairments  of  less  than  a  year's 
duration. 

About  30  percent  of  the  recipients  needed  help  to  carry  on  the  es- 
sential activities  of  daily  living,  and  about  20  percent  were  house- 
bound, bedridden,  or  chairfast.  Medical  services  for  75  percent  of 
the  recipients  had  been  arranged  or  paid  for  by  the  assistance  agency 
within  6  months  preceding  the  study.  While  70  percent  of  the  re- 
cipients had  worked  at  one  time,  most  of  them  had  been  out  of  the 
labor  market  from  2  to  6  years.  Some,  mostly  in  the  younger  age 
groups,  had  been  referred  to  vocational  rehabilitation  agencies. 

The  possibility  of  complete  rehabilitation  for  many  of  the  older 
and  more  seriously  disabled  recipients  appears  doubtful.  Much  can 
still  be  done,  however,  to  help  many  improve  their  condition  and  their 
ability  to  care  for  themselves,  thus  lessening  the  responsibility  of 
others  for  their  care.  Despite  the  limited  resources  available  to  both 
public  assistance  and  rehabilitation  programs,  close  and  effective  co- 
operation between  these  agencies  has  already  resulted  in  the  rehabilita- 
tion of  an  increasing  number  of  persons  formerly  dependent  on  public 
assistance. 

Staff  engaged  in  the  assistance,  medical,  and  rehabilitation  programs 
in  the  States  and  localities  have  been  working  together  closely,  particu- 
larly in  reviewing  the  medical  and  social  information  in  individual 
cases  to  plan  for  possible  medical  and  related  services.  For  example, 
one  State  established  a  screening  clinic  where  a  team  composed  of 
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medical  doctor,  psychiatrist,  psychologist,  vocational  rehabilitation 
counselor,  and  social  worker  study  applicants  for  aid  to  the  disabled  to 
develop  recommendations  the  local  agency  can  use  in  planning  for  their 
care  and  rehabilitation. 

During  the  year,  conferences  were  also  held  in  Fisherville,  Virginia, 
and  Okmulgee,  Oklahoma,  the  cite  of  rehabilitation  centers,  to  further 
cooperative  relations  between  vocational  rehabilitation  and  public 
assistance  agencies.  State  staff — including  doctors,  medical  social 
workers,  public  assistance  workers,  and  rehabilitation  counselors  in  the 
agencies  in  the  regions  where  the  conferences  were  held — met  to  discuss 
their  experiences  in  rehabilitating  the  disabled. 

Poi/ments  for  medical  care. — The  1950  amendments  extended  Fed- 
eral financial  participation  to  payments  made  by  the  public  assistance 
agency  directly  to  doctors,  hospitals,  and  other  suppliers  of  medical 
services.  Such  participation  is  now  available  to  the  extent  that  the 
sum  of  the  money  payment  to  the  recipient  and  the  payment  to  sup- 
pliers of  medical  care  does  not  exceed  the  maximum  on  the  individual 
monthly  payment  in  which  the  Federal  Government  will  share.  Thus, 
State  public  assistance  agencies  now  have  greater  administrative  jflexi- 
bility  in  arranging  and  paying  for  medical  services  than  they  did 
before  the  amendment,  when  the  Federal  Government  helped  meet  the 
cost  of  medical  care  only  if  it  was  included  as  part  of  the  money 
payment  to  the  assistance  recipient. 

The  amendment,  however,  has  not  made  much  additional  Federal 
money  available  for  medical  services  to  recipients.  States  with  sub- 
stantial proportions  of  their  assistance  payments  at  or  above  the 
Federal  maximums  find  that  they  can  get  little  additional  Federal  help 
to  finance  expenditures  for  medical  care.  On  the  other  hand,  some 
States  that  make  low  assistance  payments  cannot  raise  sufficient  State 
funds  to  finance  an  adequate  assistance  standard  that  will  include 
medical  care,  and  thus  cannot  get  the  maximum  amount  of  Federal 
help  that  is  now  possible  under  the  present  matching  provisions. 

Only  14  States  have  utilized  the  provisions  of  this  amendment.  The 
estimated  Federal  share  of  medical  payments  under  this  provision  at 
the  April  1952  rate  of  expenditure  amounts  to  about  $7  million  a  year, 
or  11  percent  of  the  total  paid  by  these  State  agencies  to  suppliers  of 
medical  services  to  assistance  recipients. 

Notice  to  law-enforcement  officials. — This  amendment  to  the  Social 
Security  Act  provides  that,  beginning  July  1, 1952,  State  public  assist- 
ance agencies  must  notify  law-enforcement  officials  whenever  aid  is 
given  deserted  or  abandoned  children  under  the  aid  to  dependent 
children  program.  Because  the  administration  of  this  provision  will 
have  effects  that  extend  beyond  this  program,  it  was  considered  neces- 
sary to  have  other  social  agencies,  especially  those  engaged  in  family 
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and  child  welfare  work,  share  in  considering  how   it  should  be 

administered.  . 

Before  the  effective  date  of  this  amendment,  the  Bureau  ot  Public 
Assistance  called  together  a  group  of  representatives  of  State  and  local 
public  assistance  agencies,  national  private  family  and  children  s 
agencies,  law-enforcement  agencies,  and  legal  aid  societies,  and  other 
persons  who  could  be  helpful  in  planning.  This  group  met  m  1950, 
1951  and  ao-ain  in  1952  to  consider  policies  interpreting  the  amend- 
ment and  outlining  the  requirements  for  State  plans  for  administering 
it  and  to  develop  recommendations  to  State  agencies  on  methods  ot 
workino-  with  law-enforcement  officials  and  with  the  families  affected 
bv  the  amendment.  The  recommendations  gTOwing  out  of  these  meet- 
incrs  were  considered  by  all  the  State  agencies.  The  advice  and  sug- 
gestions obtained  from  the  meetings  and  from  the  State  agencies  were 
invaluable  in  the  development  of  Federal  policy  and  standards  for 

State  practice.  -,  ^     .  -, 

In  addition,  the  discussions  highlighted  the  need  for  improved  serv- 
ice to  families  in  trouble  or  threatened  with  disruption,  and  public 
assistance  agencies  are  being  encouraged  to  provide  some  of  the  serv- 
ices required.  The  Bureau  is  also  urging  communities  to  take  stocH 
of  their  resources  for  preventive  and  rehabilitative  services  to  families 
that  need  such  help,  to  utilize  existing  resources,  and  to  develop  others 
that  may  be  needed.  One  of  the  values  of  the  joint  planning  for  ad- 
ministering the  amendment  is  that  it  focused  attention  on  the  general 
problem  of  nonsupport  and  family  breakdown.  Experience  with  the 
amendment,  as  well  as  with  the  reciprocal  nonsupport  legislation  now 
operating  in  most  States,  should  provide  factual  information  for 
State  and  national  exploration  of  more  effective  methods  of  dealmg 
with  some  aspects  of  the  general  problem. 

Standard  setting  for  institutions, -This  amendment  provides  that 
in  States  that  give  assistance  to  persons  in  institutions  there  must  be  a 
State  authority  or  authorities  responsible  for  establishmg  and  main- 
taining standards  for  such  institutions.  It  does  not  become  effective 
until  July  1,  1953,  but  many  States  have  already  set  up  a  special  au- 
thority or  broadened  the  authority  of  existing  agencies  for  this  pur- 
pose Other  States  are  examining  their  statutory  requirements  and 
developing  proposed  legislation  for  establishing  standards  or  broad- 
ening coverage.  States  that  have  had  long  experience  m  admimstering 
standard-setting  programs  are  being  called  on  for  suggestions  on  the 
content  of  proposed  legislation. 

In  preparing  for  operation  under  this  amendment,  the  Bureau 
used  an  advisory  committee  of  representatives  of  public  and  private 
agencies  interested  in  this  subject.  At  its  most  recent  meeting,  the 
committee  reviewed  policy  materials  prepared  by  the  Bureau  for  the 
use  of  States,  and  also  considered  the  content  of  desirable  standards 
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for  institutions,  the  relationships  between  the  public  assistance  agency 
and  the  standard-setting  authorities,  and  the  relationship  of  the 
amendment  to  individual  recipients.  The  Bureau  is  also  working 
closely  with  a  subcommittee  of  the  National  Committee  on  the  Aging 
of  the  National  Social  Welfare  Assembly,  which  is  developing  stand- 
ards for  domiciliary  institutions  for  the  aging. 

Much  community  organization  and  planning  that  must  precede  the 
implementation  of  this  amendment  has  already  been  initiated  by  many 
States,  and  there  are  evidences  of  a  marked  movement  in  both  public 
and  private  agencies  to  coordinate  their  efforts  and  to  use  the  amend- 
ment as  a  stimulus  for  improving  institutional  standards. 

PuMic  access  to  public  assistance  information.- — In  October  1951, 
Congress  adopted  the  so-called  Jenner  Amendment  (Section  618  of 
the  Eevenue  Act  of  1951)  to  permit  States  to  enact  legislation  pre- 
scribing conditions  under  which  public  access  may  be  had  to  the  dis- 
bursement records  of  federally  aided  public  assistance  programs,  pro- 
vided that  the  legislation  prohibits  use  of  information  thus  obtained 
for  commercial  or  political  purposes.  The  amendment  modifies  the 
requirement  of  the  Social  Security  Act  that  an  approved  plan  for 
public  assistance  must  provide  safeguards  that  restrict  the  disclosure 
of  information  concerning  applicants  or  recipients  to  purposes  directly 
connected  with  the  administration  of  public  assistance. 

Proponents  of  the  amendment  argued  that  the  threat  of  publicity 
would  deter  persons  not  in  need  from  applying  for  assistance.  Making 
public  the  names  of  recipients  and  the  amount  of  their  assistance 
payments  would  expose  ineligible  persons,  it  was  said,  while  the  desire 
to  avoid  such  publicity  would  encourage  those  who  could  work  to  get 
jobs  and  would  induce  relatives  to  support  needy  members  of  their 
family.  This  was  thought  to  be  an  effective  means  whereby  the  cost 
of  the  State's  assistance  programs  could  be  reduced. 

Interest  in  this  issue  on  the  part  of  newspapers,  citizen  groups, 
State  legislators,  and  public  welfare  officials  led  many  State  agencies 
to  explore  ways  in  which  they  could  operate  under  this  amendment. 
By  June  30,  seven  States  had  this  provision.  However,  public  access 
to  disbursement  records  has  had  no  clearly  attributable  effect  upon  the 
size  of  their  case  loads.  Eeports  for  each  month  in  1951-52  have 
shown  a  decline  in  case  load  in  most  States,  doubtless  as  a  reflection 
of  the  expansion  in  old-age  and  survivors  insurance  and  high  employ- 
ment. In  general,  however,  the  decline  has  been  no  faster  in  the  States 
that  opened  their  rolls  than  in  those  that  did  not.  Many  factors  cause 
fluctuations  in  the  number  of  persons  on  a  State's  assistance  rolls,  and 
it  is  seldom  possible  to  identify  one  as  being  primarily  responsible  for 
the  change. 

State  agencies  report  that  relatively  few  persons  other  than  news- 
paper reporters  inspected  the  lists  of  recipients  when  they  were  first 


40 


Annual  Report,  Federal  Security  Agency,  1952 


made  public  by  the  agencies.  Experience  of  the  State  agencies  oper- 
ating under  this  amendment  further  emphasizes  that  the  only  satis- 
factory way  to  prevent  ineligible  persons  from  receiving  assistance  is 
through  efficient  administration  by  an  adequate  and  well-qualified 
staff. 

OTHER  PROGRAM  OPERATIONS 

With  the  increase  in  work  loads  resulting  from  the  1950  amend- 
ments, State  public  assistance  agencies  requested  assistance  from  the 
Bureau  in  improving  their  administrative,  fiscal,  and  management 
methods  to  meet  their  added  responsibilities.  Standards,  procedures, 
and  techniques  in  some  fiscal  and  management  areas  were  developed, 
and  technical  consultation  was  furnished  individual  States  on  request. 
Kesponsibility  of  the  regional  staff  has  been  extended  to  include 
action  on  all  plan  material  covered  by  established  policy  except  that 
requiring  action  by  the  Commissioner  for  Social  Security  or  the  Fed- 
eral Security  Administrator.  Primary  attention  in  the  Bureau's  con- 
tinuing review  of  State  and  local  operations  during  the  year  was 
focused  on  study  of  the  most  serious  problems  encountered  by  State 
agencies  in  adhering  to  Federal  requirements,  and  of  the  aspects  of 
the  program  about  which  there  has  been  criticism.  Because  of  the 
complexity  of  the  program  of  aid  to  dependent  children,  a  review  of 
State  practice  in  this  program  was  undertaken  to  provide  more  ex- 
tensive information  for  evaluating  the  program. 

The  review  also  included  exploratory  analyses  of  the  new  program 
of  aid  to  the  permanently  and  totally  disabled;  sampling  of  case  rec- 
ords to  check  on  the  eligibility  of  recipients  and  the  amount  of  the 
payments  and  to  identify  situations  sufficiently  serious  to  require 
further  analysis  or  other  action ;  and  review  of  the  new  assistance  pro- 
grams in  Puerto  Rico  and  the  two  State  programs  for  aid  to  the  blind 
established  under  the  1950  amendments. 

The  increased  interest  in  the  possibilities  of  rehabilitation  for  the 
disabled  has  led  some  States  to  screen  out  difficult  cases  for  attention 
by  the  best  trained  and  most  experienced  workers.  The  results  of  this 
and  other  experiments  indicate  some  of  the  resulting  financial,  as  well 
as  human,  savings.  A  study  of  413  public  assistance  recipients  who 
were  rehabilitated  in  one  State  showed  that  $619,000  had  been  spent 
in  1  year  for  public  aid  for  these  families  whose  need  was  due  to  the 
incapacity  of  the  wage-earning  parent.  Expenditure  of  an  additional 
$114  926  to  obtain  the  necessary  rehabilitation  services  for  the  parents 
made  the  families  self-sufficient.  By  the  following  year,  not  only  were 
all  the  families  financially  independent,  but  their  earnings  were  almost 
double  the  amount  they  had  received  on  assistance.  A  similar  study 
reported  in  another  State  involved  24  disabled  persons  who  were  re- 
ceiving a  total  of  $482  a  week  in  public  assistance.    After  they  were 
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rehabilitated,  their  earnings  in  private  industry  totaled  nearly  $1,000 
a  week. 

The  Bureau  has  been  working  closely  with  the  Family  Welfare 
Association  of  America  to  find  ways  in  which  both  agencies  can  en- 
courage joint  responsibility  at  the  local  level  for  family  services.  It 
has  also  encouraged  the  growth  of  cooperative  working  relationships 
with  other  agencies  operating  in  the  State  and  local  community  that 
can  provide  necessary  services  to  assistance,  recipients.  The  Children's 
Bureau  and  the  Bureau  of  Public  Assistance  are  jointly  considering 
the  types  of  services  needed  in  aiding  dependent  children  in  their  own 
homes,  defining  the  services  of  the  public  assistance  and  the  child 
welfare  programs,  and  developing  recommendations  for  working  re- 
lationships between  public  assistance  and  child  welfare  agencies  in 
States  and  localities. 

The  problem  of  staffing  State  and  local  public  assistance  agencies 
with  qualified  personnel  to  administer  assistance  efficiently  and  pro- 
vide services  essential  to  the  rehabilitation  of  recipients  is  difficult 
under  present  conditions.  About  11  percent  of  the  30,000  technical 
persons  responsible  for  administering  public  assistance  in  1950  had 
had  a  year  or  more  of  professional  training  for  this  work;  83  percent 
of  the  22,000  local  public  assistance  case  workers  lacked  any  such 
training.  An  average  Nation-wide  salary  of  $2,569  for  public  as- 
sistance case  workers  makes  it  difficult  for  States  to  obtain  enough 
staff  at  this  job  level.  Staff  qualified  by  professional  competence 
and  pertinent  experience  is  also  hard  to  recruit  even  for  positions 
that  are  better  paid. 

The  Bureau  has  attempted  to  help  State  agencies  deal  with  the 
difficult  problem  of  training  personnel  on  the  job.  High  staff  turn- 
over and  heavy  responsibilities  resulting  from  chronic  understaffing 
have  tended  to  aggravate  the  situation.  Help  to  the  agencies  has  taken 
the  form  of  consultation  on  staff  development  to  individual  States, 
group  consultation  in  this  area  to  staff  of  several  States,  regional 
conferences  with  staff  of  State  agencies,  clinics  and  institutes  in 
various  parts  of  the  country  on  methods  of  supervision  and  staff 
development,  publication  of  materials  on  State  training  experiences 
useful  to  other  States,  issuance  of  teaching  materials  for  use  in  staff 
development,  and  work  with  several  schools  of  social  work  in  develop- 
ing course  material  pertaining  to  public  assistance. 

A  national  committee  on  training  and  personnel,  advisory  to  both 
the  Children's  Bureau  and  the  Bureau  of  Public  Assistance,  is  evaluat- 
ing the  significance  to  both  Bureaus  of  recommendations  made  in 
various  recent  studies  bearing  on  this  subject.  These  include  the 
study  of  social  work  education  in  the  United  States  conducted  under 
the  auspices  of  the  National  Council  on  Social  Work  Education,  the 
findings  of  the  survey  of  salaries  and  working  conditions  in  social 
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work  positions  made  by  the  Bureau  of  Labor  Statistics  with  the  co- 
operation of  the  Social  Security  Administration,  and  a  statement 
about  the  job  of  the  public  assistance  worker  prepared  by  the  American 
Public  Welfare  Association. 

The  Bureau  of  Public  Assistance  has  a  small  staff  of  about  145 
technical  persons  in  its  departmental  and  regional  offices,  carrying 
responsibilities  in  the  administration  of  the  four  grant-in-aid^  pro- 
grams that  provide  assistance  to  nearly  5  million  people  in  53  jurisdic- 
tions, with  an  expenditure  of  Federal  grants  to  the  States  of  more 
than  a  billion  dollars.  With  the  heavily  increased  work  load  m 
developing  Federal  policy  and  recommendations  and  in  helping  States 
to  implement  the  1950  amendments,  the  Bureau  made  great  effort  to 
increase  its  efficiency.  Management  improvement  projects  were  car- 
ried through  on  many  phases  of  operations.  State  public  assistance 
agencies  and  regional  office  staff  reviewed  the  statistical  reporting 
program  of  the  Bureau  to  ensure  that  the  information  collected  on 
program  operations  is  properly  geared  to  current  needs.  Increased 
cooperative  effort  between  constituent  units  within  the  Federal  Se- 
curity Agency  has  expanded  the  use  of  the  resources  and  knowledges 
of  many  fields  in  planning  for  dealing  with  problems  within  the  scope 
of  the  public  assistance  programs. 

Widespread  interest  in  public  assistance  has  been  reflected  in  several 
articles  by  well-knovm  journalists  which  appeared  in  popular  maga- 
zines during  the  year.  Several  pamphlets  issued  by  interested  organ- 
izations have  helped  to  interpret  many  phases  of  the  public  assistance 
program  and  to  point  up  the  role  of  services  in  preventing  and  reduc- 
ing the  need  for  assistance.  Increased  cooperative  effort  and  pooling 
of  resources  of  public  and  private  social  welfare  and  health  agencies 
on  the  Federal,  State,  and  local  levels,  and  the  increasing  interest  and 
cooperative  efforts  of  civic,  church,  and  other  groups  are  encouraging 
evidences  of  a  constructive  approach  to  the  problems  of  dependency. 

RELATED  ACTIVITIES 

Progress  was  made  during  the  year  toward  developing  a  working 
agreement  with  the  Federal  Civil  Defense  Administration  as  to  the 
responsibility  the  Bureau  will  be  asked  to  assume  in  the  development 
of  a  program  of  emergency  welfare  services.  Members  of  the  Bureau 
have  continued  to  give  technical  help  to  the  Federal  Civil  Defense  Ad- 
ministration staff  on  various  civil  defense  projects  relating  to  welfare 
services.  Bureau  staff  also  worked  with  the  Bureau  of  the  Budget  on 
a  plan  for  the  maintenance  of  income  of  persons  affected  by  enemy  ac- 
tion. The  Bureau  participated  in  task  forces  on  income  maintenance 
and  on  housing,  organized  by  the  National  Security  Eesources  Board 
to  study  some  of  the  problems  that  would  result  from  enemy  action. 
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The  Bureau  has  also  been  interested  in  broad  program  activities  and 
interest  stemming  from  the  needs  of  the  aged.  Its  activities  in  this 
area  encompassed  publications,  organizing  conferences  with  voluntary 
and  public  agencies  having  programs  affecting  the  aging,  consultation 
to  State  departments  of  welfare,  preparation  of  special  reports,  pres- 
entation of  technical  papers  before  professional  associations,  and  pro- 
gram planning  with  the  Federal  Security  Agency.  Bureau  staff  partic- 
ipated in  developing  plans  for  the  Conference  on  Housing  the  Aging 
held  in  July  1952,  of  which  the  Federal  Security  Agency  was  cospon- 
sor  with  the  University  of  Michigan,  and  for  the  Agency-sponsored 
conference  of  State  Commissions  on  Aging  in  September  1952.  It 
also  worked  with  the  Agency's  Committee  on  Aging  and  Geriatrics 
in  developing  plans  for  a  census  of  public  and  voluntary  institutions 
for  the  aged,  which  had  been  requested  by  the  National  Committee  on 
the  Aging  of  the  National  Social  Welfare  Assembly. 

The  Bureau  continued  to  provide  technical  services,  under  various 
international  programs,  to  visitors  and  trainees  from  other  countries, 
arranging  study  and  observation  programs  in  social  welfare  for 
trainees  and  briefer  consultations  for  short-term  visitors.  Bureau 
staff  also  cooperated  in  recommending  experts  for  overseas  missions 
and  providing  technical  information  to  social  welfare  consultants 
serving  as  United  States  consultants  in  other  countries.  The  Director 
of  the  Bureau  continued  to  serve  as  alternate  Member  of  the  United 
Nations  Social  Commission  and  acting  chairman  of  the  Interdepart- 
mental Committee  on  International  Social  Welfare  Policy. 

.Improving  Public  Assistance 

Amendments  to  the  Social  Security  Act  in  1950  made  possible  real 
gains  in  meeting  needs  of  some  persons  heretofore  not  covered.  How- 
ever, the  act  can  be  strengthened  still  further  to  help  alleviate  and 
prevent  some  of  the  problems  of  dependency.  The  broadened  old-age 
and  survivors  insurance  program  will  undoubtedly  continue  to  reduce 
the  number  of  persons  who  will  need  public  assistance.  To  meet  the 
needs  of  those  who  still  are  not  covered  by  the  insurance  program  or 
whose  minimum  needs  are  not  met  by  the  insurance  benefit,  the  Social 
Security  Administration  recommends  that  careful  consideration  be 
given  to  the  following  proposals. 

FINANCING  PUBLIC  ASSISTANCE 

The  Federal  share  of  the  cost  of  public  assistance  should  be  related 
to  the  fiscal  ability  of  the  States.  A  series  of  amendments  to  the  public 
assistance  titles  of  the  Social  Security  Act  has  resulted  in  a  steady  rise 
in  all  States  in  the  proportion  of  assistance  payments  met  from  Federal 
funds.  The  States  with  relatively  high  average  payments — in  general 
the  States  with  high  per  capita  incomes  and  also  a  substantial  propor- 
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tion  of  old-age  and  survivors  insurance  beneficiaries— receive  the 
largest  dollar  amounts  per  recipient.  The  low-income  States,  on  the 
other  hand,  have  low  average  payments  and  receive  the  lowest  dollar 
amounts  from  Federal  funds,  though  the  rate  of  Federal  participation 
is  higher  than  in  other  States.  The  lower  the  average  payment,  the 
higher  the  rate  of  Federal  participation.  This  higher  rate  can  be 
maintained  only  so  long  as  a  State  keeps  average  payments  low.  What 
is  needed  is  a  formula  that  would  enable  the  low-income  States  to  raise 
their  payments  without  being  penalized  by  a  reduction  m  the  Federal 

The  Administration  has  developed  formulas  for  the  determination 
of  the  Federal  share  of  assistance  costs  which  would  vary  the  Federal 
share  according  to  the  fiscal  ability  of  the  States,  as  determined  by  per 
capita  income,  which  is  the  best  available  objective  measure  of  fiscal 
ability      Such  a  formula,  the  Administration  believes,  should  be  used 
to  establish  the  Federal  share  of  all  public  assistance  costs,  including 
the  money  payment,  the  vendor  payment  for  medical  care,  and  admin- 
istrative costs.     The  formula  could  be  written  so  that  the  Federal  share 
of  public  assistance  (including  the  additions  and  changes  to  the  exist- 
ing progi^ams  as  recommended  in  this  report)  would  result  m  Federal 
expenditures  that  would  approximate  or  would  be  higher  or  lower  than 
the  current  amount.    The  exact  specification  for  such  a  formula  would 
depend  upon  a  determination  by  Congress  of  the  proportionate  share 
that  the  Federal  Government  should  meet.    The  Administration  there- 
fore recommends  that  the  Federal  share  of  public  assistance,  including 
the  money  payment,  the  vendor  payments  for  medical  care,  and  admin- 
istrative costs,  should  be  related  to  the  fiscal  ability  of  the  State. 

INCREASED  FUNDS  FOR  MEDICAL  CARE 

Action  should  be  taken  to  improve  and  simplify  the  plan  of  Federal 
participation  in  the  cost  of  meeting  the  medical  needs  of  public 
assistance  recipients  who  are  ill.  The  Administration  believes  this 
can  best  be  done  by  relating  the  amount  of  Federal  financial  participa- 
tion in  State  assistance  expenditures  to  a  specified  average  maximum 
amount  per  recipient  rather  than  to  a  specified  maximum  amount  lor 
each  individual,  as  at  present.  Under  such  an  arrangement,  all  expen- 
ditures made  by  the  State  for  both  maintenance  and  medical  care  m 
individual  cases  would  be  subject  to  Federal  financial  participation  up 
to  an  over-all  figure  determined  by  multiplying  the  average  maximum 
by  the  number  of  recipients.  .    . 

In  this  way.  States  could  balance  low  payments  made  to  some  recipi- 
ents against  higher  payments  made  to  other  recipients  whose  need  for 
medical  services  exceeds  the  present  maximums  on  individual  pay- 
ments If  the  total  of  State  expenditures  was  below  the  product  ot 
the  number  of  recipients  multiplied  by  the  average  maximum,  as 
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specified  above,  the  Federal  Government  would  share  in  the  total  cost ; 
if  State  expenditures  exceeded  this  amount.  Federal  funds  would  be 
available  for  a  share  of  the  cost  only  up  to  this  amount. 

Under  this  plan,  the  States  would  have  greater  flexibility  in  plan- 
ning for  the  assistance  needs,  including  medical  needs,  of  assistance 
recipients,  either  through  a  payment  to  the  recipient  or  by  a  direct 
payment  to  the  suppliers  of  medical  services.  The  States  would  be 
able  to  select  the  best  method  for  meeting  these  needs  and  would 
receive  Federal  help  with  the  cost. 

An  alternative  approach  would  be  to  provide  separate  Federal  par- 
ticipation in  payments  made  by  the  State  for  medical  care  on  behalf 
of  assistance  recipients,  based  on  an  average  amount  per  recipient 
up  to  a  specified  maximum.  Such  grants  would  be  made  to  the  States 
in  addition  to  the  grants  for  the  money  payment  within  the  present 
maximums. 

The  Administration,  therefore,  recommends  that  the  present  indi- 
vidual maximums  on  Federal  matching  funds  be  changed  to  an  average 
amount  per  recipient  or,  alternatively,  that  the  Federal  share  in 
payments  made  by  the  State  for  medical  care  on  behalf  of  assistance 
recipients,  up  to  a  specified  maximum,  be  determined  separately  from, 
and  in  addition  to,  the  money  payment  within  the  present  maximums. 

BROADENED  AID  TO  THE  DISABLED 

Experience  with  programs  for  disabled  individuals  has  illustrated 
the  desirability  of  early  diagnosis,  treatment,  and  retraining.  Oppor- 
tunities for  preventing  permanent  and  total  disability  and  for  retrain- 
ing and  rehabilitating  disabled  individuals  are  greatest  among  those 
whose  disabilities  have  not  existed  for  a  long  time.  The  extensive 
economic  and  social  loss  resulting  from  delaying  help  until  a  person's 
disability  becomes  permanent  and  total  is,  in  some  cases,  so  costly  to 
both  the  individual  and  the  community  that  it  is  much  more  economi- 
cal, as  well  as  humane,  to  provide  rehabilitation  and  retraining  at 
the  time  the  disability  occurs.  Also,  it  is  psychologically  damaging 
to  disabled  persons  to  classify  them  as  both  permanently  and  totally 
disabled  before  necessary  assistance  and  services  can  be  made  available 
to  them.  The  Administration  therefore  recommends  that  aid  now 
limited  to  persons  who  are  permanently  and  totally  disabled  be 
broadened  to  include  all  needy  persons  whose  disabilities  seriously 
interrupt  their  productive  activity,  including  that  of  homemaking. 

ASSISTANCE  FOR  OTHER  NEEDY  PERSONS 

An  expanded  disability  program,  as  recommended  above,  would 
provide  for  many  needy  persons  not  now  covered  by  other  federally 
aided  programs.  It  has  been  evident  for  the  past  several  years,  how- 
ever, that  even  in  prosperous  times  some  communities  experience  a 
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high  incidence  of  unemployment  from  economic  causes,  such  as  strikes 
retooling,  or  material  shortages;  or  a  disaster  can  create  need  beyond 
the  capacity  of  the  State  and  locality  to  meet.    During  the  week  of 
January  15,  1952,  for  example,  8,900  workers  in  the  Detroit  area  had 
exhausted  their  benefit  rights  for  unemployment  insurance  and  were 
still  unemployed;  in  the  same  area  16,000  claimants  had  exhausted 
their  employment  insurance  rights  during  the  preceedmg  12  months. 
In  addition,  personal  and  family  crises  frequently  create  temporary 
need  for  assistance  which  cannot  be  met  at  present  under  federal  y 
aided  public  assistance  programs.     Although  the  number  of  needy 
persons  not  among  the  groups  eligible  for  assistance  under  the  Federal- 
State  programs  would  be  relatively  small  if  aid  to  the  permanently 
and  totally  disabled  were  broadened  to  include  other  disabled  persons, 
as  recommended   above,  the  public  assistance  progTam  should  be 
strengthened  so  that  it  can  meet  the  minimum  requirements,  not  other- 
wise met,  of  all  needy  persons.  .     o     •  i  o        -^ 

Such  an  addition  to  the  public  assistance  titles  of  the  Social  Security 
Act  could  be  so  designed  that  States,  if  they  wish,  could  unify  their 
various  assistance  programs  and  give  assistance  to  any  needy  persons 
without  regard  to  category  of  need.  Or  States  could,  if  they  wish, 
maintain  their  present  categories  and  establish  other  reasonably  de- 
fined categories,  as  broad  or  as  limited  as  the  State  may  desire.  This 
would  give  the  States  more  flexibility  than  under  the  existing  law, 
which  limits  Federal  participation  only  to  certain  programs  designed 
for  specified  groups  of  needy  persons.  The  Social  Security  Admin- 
istration, therefore,  recommends  that  the  public  assistance  provisions 
of  the  Social  Security  Act  be  extended  to  include  Federal  participa- 
tion in  assistance  given  by  a  State  to  any  needy  person. 

FEDERAL  SHARE  OF  ADMINISTRATIVE  COSTS 

The  efficient  administration  of  the  public  assistance  program  de- 
pends in  large  measure  upon  the  quality  of  the  staff  admimstermg  the 
program.  The  problem  of  keeping  ineligible  persons  from  recennrig 
public  assistance  can  best  be  handled  by  efficient  administration.  The 
low  salaries  and  heavy  work  loads  in  many  States  make  it  difficult 
to  obtain  enough  qualified  staff  to  do  an  effective  job. 

There  are  unavoidably  heavy  costs  both  in  determining  eligibility 
for  disabled  persons  (because  of  the  need  to  establish  technical,  medi- 
cal, and  other  factors)  and  in  providing  essential  services  to  such  in- 
dividuals. The  determination  of  who  is  permanently  and  totally  dis- 
abled or  who  is  an  incapacitated  parent  involves  the  use  of  skilled 
staff,  which  means  higher  salaries  than  some  States  are  able  to  pay. 
The  cost  of  such  staff  has  prevented  some  of  the  low-income  States 
from  making  their  assistance  programs  fully  effective. 
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It  was  recommended  above,  in  discussing  the  financing  of  public 
assistance,  that  the  Federal  share  of  the  cost  of  public  assistance  be 
related  to  a  State's  economic  resources.  Under  this  recommendation, 
States  with  limited  resources  would  receive  a  relatively  higher  pro- 
portion of  Federal  funds  for  the  cost  of  administration.  This  would 
help  States  that  now  have  difficulty  in  employing  qualified  staff  to 
do  so  and  to  improve  the  level  of  services  rendered.  If  this  recom- 
mendation is  not  accepted  by  Congress,  the  Administration  recom- 
mends that  other  plans  be  explored  with  a  view  to  aiding  low-income 
States  to  obtain  skilled  staff  to  establish  eligibility  and  to  render  the 
necessary  services  to  make  their  programs  fully  effective. 

REPEAL  OF  THE  JENNER  AMENDMENT 

In  the  seven  States  operating  under  the  "  Jenner  Amendment,"  there 
is  little  evidence  that  the  enactment  of  State  legislation  to  open  the 
assistance  rolls  to  public  inspection  has  resulted  in  exposing  any  sig- 
nificant number  of  persons  receiving  assistance  fraudulently.  On  the 
other  hand,  the  public  knowledge  of  the  dependency  status  of  assist- 
ance recipients  can  cause  needless  embarrassment  to  many  who  are 
dependent  on  public  assistance,  and  can  have  other  serious  effects, 
especially  on  children  receiving  assistance.  Also,  it  is  not  possible  to 
deal  with  the  misuse  of  information  by  political  and  commercial 
groups  until  after  the  harm  has  been  done.  Since  experience  of  oper- 
ating under  this  amendment  has  shown  that  it  has  not  accomplished 
its  objective,  the  Social  Security  Administration  recommends  that  it 
be  repealed. 

FEDERAL  AID  FOR  TRAINING 

Because  of  the  shortage  of  professionally  trained  personnel,  public 
assistance  agencies  have  had  to  employ  staff  with  limited  or  no  pro- 
fessional training  and  to  rely  to  a  great  extent  on  in-service  training 
and  staff  development  programs  within  the  agencies  to  improve  the 
quality  of  their  administration.  It  is  recognized  that  skilled  persons 
are  needed  to  provide  the  services  that  will  enable  the  aged,  blind, 
disabled,  and  families  receiving  aid  to  dependent  children  to  achieve 
greater  independence.  Although  such  skill  is  best  acquired  through 
specialized  training,  facilities  for  such  training  are  at  present  inade- 
quate and  the  cost  is  beyond  the  financial  ability  of  many  students. 
Some  States  have  not  been  able  to  pay  for  the  cost  of  educational  leave 
to  encourage  staff  to  receive  training,  even  though  half  of  such  costs 
can  be  met  through  Federal  funds  for  administrative  expenses.  The 
difficulty  of  securing  replacements  at  current  low  salaries  also  dis- 
courages many  States  from  providing  educational  leave. 

To  assist  States  in  obtaining  the  skilled  staff  necessary  to  administer 
assistance  efficiently  as  well  as  to  achieve  an  effective  expenditure  of 
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public  funds,  the  Administration  recommends  that  a  small  appropria- 
tion be  made  to  the  Federal  Security  Agency  with  authority  to  use 
these  funds  to  extend  and  strengthen  facilities  to  tram  personnel  for 
State  and  local  public  assistance  administration.  Authority  should 
include  use  of  these  funds  to  help  States  in  financing  the  trammg  of 
personnel,  particularly  those  States  that  have  an  urgent  need  for 
trained  personnel  and  are  unable  to  finance  traimng  m  other  ways 
because  of  limited  resources. 
RESIDENCE  AND  CITIZENSHIP  REQUIREMENTS 

Most  States  require  public  assistance  recipients  to  have  lived  in  the 
State  for  a  certain  length  of  time  in  order  to  be  eligible  for  public 
assistance.  Some  States  provide  public  assistance  only  to  citi^^^^  <>f 
the  United  States.  The  Social  Security  Act  does  not  prohibit  States 
from  imposing  these  restrictions;  it  merely  limits  the  extent  to  which 
such  restrictions  can  be  imposed.  .     .  +1, 

The  freedom  Americans  have  to  move  at  will  from  one  part  ot  tne 
country  to  another  has  contributed  greatly  to  the  economic  progress 
of  the  Nation  and  is  essential  in  a  period  of  extensive  defense  activity. 
State  residence  requirements,  although  considerably  less  restrictive 
than  in  earlier  years,  operate  to  penalize  some  people  who  move  by 
preventing  them  from  obtaining  needed  public  aid.     Funds  made 
available  through  Federal  grants  derived  from  all  the  people  should 
most  appropriately  be  used  to  provide  assistance  to  needy  indwi^uais, 
reo-ardless  of  the  length  of  their  residence  in  a  particular  State,    ine 
Administration  recommends  that  residence  requirements  m  existing 
federally  aided  public  assistance  programs  be  prohibited  or  at  least 
reduced  to  a  maximum  of  one  year,  and  not  be  permitted  m  programs 
for  other  needy  people,  if  grants  for  such  programs  should  be  author- 
ized by  Congress  as  recommended  in  this  report.    The  Administration 
also  recommends  that  State  citizenship  requirements  be  prohibited 
in  all  federally  aided  programs  of  public  assistance  because  such  re- 
quirements deny  assistance  to  otherwise  eligible  persons  who  may  be 
as  much  in  need  as  persons  who  are  citizens. 
EXPANSION  OF  AID  TO  PUERTO  RICO  AND  THE  VIRGIN  ISLANDS 

Federal  participation  in  the  public  assistance  programs  in  Puerto 
Rico  and  the  Virgin  Islands  is  limited  by  maximums  on  the  individual 
payment  which  are  much  lower  than  in  other  States,  by  a  less  favorable 
formula  determining  the  Federal  share,  and  by  a  limit  placed  on  the 
total  amount  of  Federal  funds  that  may  be  expended  withm  a  year. 
The  formula  determining  the  Federal  share  for  the  islands  programs 
is  the  same  as  that  established  originally  in  the  1935  Social  Security 
Act;  this  provision,  however,  was  subsequently  raised  for  other 
jurisdictions  but  not  for  Puerto  Rico  and  the  Virgin  Islands. 
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Because  of  their  limited  economic  resources  and  widespread  need, 
it  is  already  evident  that  the  continuation  of  these  limitations  will 
seriously  handicap  the  ability  of  the  islands  to  help  their  needy  people 
even  at  the  very  conservative  standards  under  which  they  now  operate. 
For  example,  even  with  Federal  aid,  the  average  monthly  payments 
for  old-age  assistance  in  June  1952  were  $7.50  in  Puerto  Eico  and  $10.98 
in  the  Virgin  Islands.  The  economy  of  both  jurisdictions  makes  it 
virtually  impossible  for  them  to  raise  sufficient  revenue  to  support  an 
assistance  program  of  even  minimum  proportion  without  increased 
Federal  aid.  The  Administration  therefore  recommends  that  the 
Federal  share  in  assistance  payments  be  increased  within  the  existing 
maximums  on  individual  payments  applicable  to  Puerto  Rico  and  the 
Virgin  Islands,  and  that  the  dollar  limitation  on  the  total  Federal 
grant  to  Puerto  Rico  and  the  Virgin  Islands  be  removed. 

EXTENSION  OF  AUTHORITY  FOR  RESEARCH 

The  size  and  cost  of  public  assistance  programs  today,  in  a  period 
of  general  prosperity,  indicate  the  need  for  intensive  study  of  the 
factors  that  result  in  dependency,  and  for  experimentation,  through 
demonstration  projects,  with  suggested  methods  of  helping  people 
achieve  greater  independence  and  thereby  lessen  their  need  for  as- 
sistance. The  cost  of  such  intensive  inquiry  and  experimentation 
is  beyond  the  limited  administrative  funds  now  available.  In  addi- 
tion to  the  need  for  research  by  Federal  and  State  administrative 
agencies,  grants  should  be  available  to  encourage  universities  and 
qualified  individuals  to  conduct  intensive  study  in  the  many  facets 
of  this  problem. 

The  Administration  therefore  recommends  that  the  authority  now 
included  in  section  702,  title  VII  of  the  Social  Security  Act  to  study 
the  most  effective  methods  of  providing  economic  security,  should  be 
extended  to  include  authority  to  make  grants  to  States,  universities, 
and  qualified  individuals  to  conduct  research  that  would  contribute 
to  meeting  more  effectively  the  problems  of  dependency. 

Children's  Bureau 

The  year  1952  was  one  of  uncertainty  and,  to  some  extent,  watching 
and  waiting.  The  uncertainties  of  an  unsettled  world  in  which  war 
was  still  a  possibility  made  it  difficult  to  plan  very  far  ahead.  High 
employment,  the  rise  in  the  cost  of  living,  the  defense  and  mobilization 
effort — all  had  their  reverberations  in  the  lives  of  children. 

Along  with  high  employment  came  problems  which  had  an  adverse 
effect  on  child  life.  Among  these  were  the  increased  employment  of 
women  and  the  rise  in  the  cost  of  living.  Although  the  number  of 
women  employed  during  the  defense  period  apparently  had  not  in- 
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creased  as  rapidly  as  had  been  expected,  many  communities  felt  its 
impact.  There  was  evidence  that  lack  of  adequate  community 
services  and  facilities,  such  as  schools,  day-care  centers,  and  health 
and  welfare  services,  were  contributing  to  problems  of  children  whose 
mothers  were  employed. 

The  current  rise  in  the  cost  of  living  was  also  creating  serious  prob- 
lems for  agencies  serving  children.  Although  public  child  health  and 
welfare  services  reached  more  children,  the  funds  and  personnel  could 
not  be  stretched  far  enough  to  cover  the  number  of  children  needing 
care.  Agencies  placing  children  had  increased  difficulties  in  finding 
foster  homes  because  many  potential  foster  parents  could  not  afford  to 
take  in  children  at  the  boarding  rates  the  agency  was  able  to  pay. 
Institutions  serving  children  were  finding  it  more  and  more  difficult  to 
give  adequate  care  with  the  funds  available.  Community  chests  and 
voluntary  agencies  faced  by  increased  costs  were  forced  to  cut  services. 
This  brought  added  pressure  on  public  funds. 

Some  States  are  reporting  that  they  are  receiving  an  ever-increasing 
number  of  calls  for  maternity  and  infant  care  for  dependents  of  men 
in  the  armed  service. 

The  continuing  build-up  of  the  Nation's  defense  effort  had  more 
effects  in  some  communities  than  in  others.  Where  employment  in- 
creased rapidly,  the  strain  on  the  supply  of  adequate  housing  and  on 
school,  health,  welfare,  and  recreational  facilities  brought  hardships 
for  children.  The  number  of  cases  of  neglect  and  of  juvenile  delin- 
quency increased.  There  were  more  broken  homes,  and  requests  for 
the  foster  placement  of  children  rose. 

Building  State  and  Local  Services  for  Children 

One  of  the  strengths  of  the  grant-in-aid  programs  in  child  health 
and  welfare  under  the  Social  Security  Act  is  that  they  follow  the 
principle  that  all  the  people  of  the  United  States,  through  the  Federal 
Government,  share  with  State  and  local  governments  the  responsibility 
for  helping  to  provide  community  services  that  children  need  if  they 
are  to  have  a  good  start  in  life.  To  back  up  this  principle,  the  Social 
Security  Act  authorizes  Congress  each  year  to  appropriate  funds  to  be 
given  to  the  States  to  help  them  extend  and  improve  their  health  and 
welfare  services  for  children  and  their  maternity  service  for  mothers. 

GRANTS 

Grants  totaling  $31.5  million  were  made  to  the  States  for  mothers 
and  children  in  the  fiscal  year  1952.  A  State's  share  in  this  money  is 
worked  out  by  various  specified  formulas,  intended  to  channel  rela- 
tively larger  sums  to  States  with  the  largest  rural  population.  Of  the 
$31.5  million,  $12,524,100  was  earmarked  for  maternal  and  child 
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health  services,  $11,385,500  for  crippled  children's  services,  and 
$7,590,400  for  child  welfare  services. 

To  qualify  for  Federal  aid.  States  must  put  up  money  of  their  own, 
and  all  of  them  do.  In  fact  the  total  amounts  of  State  and  local  funds 
appropriated  for  these  programs  are  much  greater  than  the  sums  States 
receive  from  the  Federal  Government.  Some  of  the  Federal  funds 
that  do  not  have  to  be  matched  are  used  for  special  projects  and  dem- 
onstrations in  areas  that,  for  the  State,  and  often  for  the  whole  Nation, 
are  pioneering  efforts. 

Expenditures  of  State  and  Federal  funds  for  maternal  and  child 
health  programs  showed  appreciable  increases  over  the  previous  years, 
as  the  State  programs  continued  their  further  development  with  the 
additional  Federal  funds  provided  under  the  1950  amendments  to  the 
Social  Security  Act.  The  expenditures  in  1952  of  Federal  maternal 
and  child  health  funds  exceeded  those  in  the  previous  year  by  approx- 
imately $730,000,  and  approximately  $1,500,000  more  in  Federal  money 
was  spent  for  the  crippled  children's  programs. 

A  number  of  crippled  children's  programs  secured  increased  State 
funds  during  the  year.  In  other  programs.  State  funds  available 
remained  at  the  same  level,  and  in  a  few  States  the  amounts  were 
slightly  decreased. 

Although  figures  for  the  country  as  a  whole  are  not  yet  available, 
few  major  changes  appear  to  have  been  made  in  the  amounts  appro- 
priated by  the  States  for  the  child  welfare  program  for  the  fiscal 
year  1952.     Changes  usually  took  the  form  of  increases. 

CHILDREN  SERVED 

More  mothers  and  children  received  services  under  State  maternal 
and  child  health  programs  in  the  calendar  year  1951  than  in  1950. 
The  largest  increases  were  in  services  provided  for  infants  and  pre- 
school children.  Almost  395,000  infants  and  565,000  preschool  chil- 
dren attended  child  health  clinics,  an  increase  of  30  percent  and  35 
percent,  respectively,  over  1950.  Physicians  made  nearly  2,394,000 
examinations  of  school  children,  almost  8  percent  more  than  in  1950. 
Dentists  or  dental  hygienists  made  dental  inspections  of  2,466,000 
school  children.  Approximately  189,000  expectant  mothers  attended 
prenatal  clinics  in  1951,  an  8-percent  increase  over  1950.  But  the 
number  of  women  who  received  postpartum  medical  examinations  de- 
creased 11  percent — from  approximately  59,000  in  1950  to  53,000  in 
1951.  About  1,821,000  persons  were  immunized  against  smallpox 
and  over  1,819,000  against  diphtheria,  increases  of  13  and  17  percent 
above  the  1950  totals. 

More  children  received  help  under  the  federally  aided  crippled  chil- 
dren's programs  during  1951  than  in  any  previous  year.  An  estimated 
225,000  children  received  physician  services,  about  5  percent  more 
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than  in  1950;  this  includes  clinic  service,  other  physician's  service, 
hospital  in-patient  care,  and  convalescent  home  care.  Almost  two- 
fifths  of  these  children  were  new  to  the  program. 

More  than  four-fifths  of  the  children  (183,000)  were  seen  by 
physicians  at  clinics  during  the  year.  Approximately  33,000  chil- 
dren received  other  services  by  physicians,  through  home  or  office 
visits.  In  addition,  one  child  in  five  was  hospitalized,  and  about  3 
percent  received  convalescent  home  care. 

Over  258,000,  2  percent  more  than  in  1950,  were  receiving  child 
welfare  casework  services  from  State  and  local  departments  of  public 
welfare  in  December  1951.  Most  of  these  services  were  financed  from 
State  and  local  funds.  Forty-one  percent  of  the  children  were  living 
with  parents  or  other  relatives ;  42  percent  were  in  foster-family  homes ; 
and  17  percent  in  children's  institutions  or  elsewhere. 

Children  in  162  more  counties  were  receiving  services  from  full- 
time  public  child  welfare  caseworkers  (assigned  exclusively  to  one 
county  or  serving  several  counties)  on  June  30, 1951  than  on  June  30, 
1950,  bringing  the  total  number  of  counties  receiving  such  services  to 
1,492,  or  about  half  of  the  3,187  counties  of  the  United  States. 

The  number  of  State  and  local  professional  employees  devoting  full 
time  to  the  public  child  welfare  program  between  June  30,  1950,  and 
June  30,  1951,  increased  8  percent,  bringing  the  total  number  of  such 
employees  to  4,465.  The  number  of  full-time  child  welfare  casework- 
ers paid  from  Federal  funds  increased  from  756  to  888.  The  number 
of  counties  served  by  workers  paid  from  Federal  funds  increased  from 
675  to  872.  Three  out  of  four  of  these  counties  were  predominantly 
rural. 

TRENDS  IN  STATE  AND  LOCAL  SERVICES 

The  services  usually  provided  under  State  maternal  and  child  health 
programs  are  those  concerned  with  the  health  supervision  of  expectant 
mothers,  infants,  preschool,  and  school  children,  with  a  limited  amount 
of  medical  and  dental  treatment.  All  State  programs  for  crippled 
children  provide  diagnostic  services  for  children  with  physically  han- 
dicapping conditions.  Within  the  limits  of  their  funds,  all  States 
provide  skilled  treatment  for  some  children.  This  may  include  medi- 
cal care,  hospitalization,  and  convalescent  care. 

Because  a  premature  infant's  risk  of  dying  is  about  nine  times 
greater  than  that  of  a  fully  developed  infant,  improvement  of  care  for 
these  infants  has  continued  to  receive  emphasis.  Special  attention  is 
being  given  to  the  preventive  aspects  of  prematurity,  to  joint  responsi- 
bility of  the  obstetrician  and  pediatrician,  to  early  recognition  and 
adequate  services  for  women  with  complications  of  pregnancy;  and  to 
improving  standards  of  care  by  hospital  consultation,  by  developing 
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opportunities  for  professional  training,  and  by  the  actual  provision  of 
care  through  the  purchase  of  service. 

States  have  furthered  the  development  of  health  services  for 
children  of  school  age  by  increasing  their  efforts  to  coordinate  services 
of  health  and  education  through  joint  planning  at  the  State  level. 
For  example,  Arkansas  as  part  of  an  organized  5-year  plan  has  es- 
tablished school  health  programs  in  pilot  schools  throughout  the 
State  with  study  of  techniques  and  policies  provided  for  in  annual 
workgroups.  In  Louisiana,  an  interdepartmental  committee  repre- 
senting the  State  health  and  education  departments  focused  on  com- 
munity organization  in  relation  to  the  school  health  program. 

The  California  department  of  public  health  has  entered  into  con- 
tractual agreements  with  the  departments  of  pediatrics  at  the  Univer- 
sity of  Southern  California  School  of  Medicine  and  the  Stanford  Uni- 
versity Medical  School,  providing  for  pediatric  consultation  services. 
The  Tennessee  crippled  children's  division  and  Vanderbilt  University 
are  working  together  to  improve  nursing  practice  in  the  State  crippled 
children's  program,  and  Wayne  University  is  working  closely  with 
the  maternal  and  child  health  program  in  Michigan  to  help  nurses 
improve  their  services  in  this  area. 

Perhaps  an  outstanding  example  of  the  trend  toward  broadening 
State  crippled  children's  programs  has  been  the  rapid  development  of 
services  for  children  with  congenital  heart  disease.  The  Children's 
Bureau  has  developed  a  Nation-wide  plan  for  regional  programs,  to 
make  expert  diagnostic  and  treatment  facilities  available  to  children 
who  live  in  States  without  such  services.  Three  such  programs  are  in 
operation  (in  Connecticut,  Illinois  and  California)  ;  two  (in  Maryland 
and  Texas)  will  be  ready  to  start  operation  early  in  the  fiscal  year 
1953. 

The  interest  of  the  States  in  extending  services  to  children  with 
hearing  loss  gained  momentum  during  the  year.  Notable  examples 
are:  the  State-wide  speech  and  hearing  program  in  Tennessee,  the 
center  for  the  hard-of -hearing  in  Houston,  Texas,  plans  for  a  speech 
and  hearing  center  in  Los  Angeles,  California,  to  which  State  agencies 
may  send  children,  and  the  hearing  program  being  developed  in 
Arizona  in  cooperation  with  the  schools  and  other  agencies.  A  num- 
ber of  States  have  extended  their  speech  and  hearing  programs  to 
cover  a  wider  geographical  area. 

Several  States  (Arizona,  Arkansas,  California,  Connecticut,  Massa- 
chusetts, and  Oklahoma)  are  developing  programs  for  children  with 
epilepsy,  and  Maryland,  Iowa,  Illinois,  and  Utah  have  programs  in 
operation.  Thirty-two  States  provide  coverage  for  children  with 
acute  rheumatic  fever  or  chronic  rheumatic  heart  disease  as  a  part  of 
their  crippled  children's  program :  24  of  these  States  have  been  receiv- 
ing special  project  funds  to  assist  them  with  the  programs.    At  least 
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four  States  increased  the  geographic  coverage  or  scope  of  services  to 
children  with  rheumatic  fever. 

Beaching  children  bfjfore  their  troubles  become  so  serious  that  they 
must  be  removed  from  their  own  homes  is  a  major  objective  of  the 
child  welfare  program.  Throughout  the  country,  interest  and  concern 
on  the  part  of  both  public  and  voluntary  agencies  in  strengthening 
and  safeguarding  the  child's  home  through  providing  social  services 
to  children  in  their  own  homes  increased  during  the  year. 

Some  State  agencies  (notably  Alabama,  California,  Florida  and 
New  York)  have  given  particular  attention  to  the  relationship  be- 
tween the  child  welfare  and  aid  to  dependent  children  programs  and 
to  methods  of  providing  social  services  to  children  in  families  receiv- 
ing aid  to  dependent  children.  The  Children's  Bureau  and  the  Bureau 
of  Public  Assistance  formed  a  joint  working  group  during  the  year  to 
consider  what  services  were  needed  for  children  receiving  aid  to 
dependent  children,  and  what  the  contribution  of  the  aid  to  dependent 
children  and  child  welfare  programs  should  be. 

Interest  in  homemaker  service  as  part  of  a  program  of  social  and 
health  services  is  growing.  The  agency  selects  women  chosen  for 
their  skills  in  homemaking,  and  their  ability  to  get  along  with  others 
and  to  adjust  to  various  situations,  and  places  them  in  homes  where 
children  lack  their  mother's  care  because  of  death  or  illness.  Councils 
of  social  agencies  were  trying  to  extend  or  develop  this  type  of  service 
in  Worcester,  Massachusetts;  Dallas,  Texas;  San  Francisco  and  Los 
Angeles,  California ;  Toledo  and  Dayton,  Ohio ;  and  South  Bend  and 
Richmond,  Indiana;  several  States  initiated  homemaker  service  as 
part  of  their  public  child  welfare  programs. .  The  development  of 
more  protective  services  for  children  who  are  neglected  or  abused  by 
their  parents  has  continued.  Denver,  Colorado,  St.  Paul,  Minnesota, 
St.  Louis,  and  Chicago  gave  particular  attention  to  these  services. 

A  number  of  States  reviewed  and  strengthened  standards  for  licens- 
ing foster  family  homes,  child-placing  agencies,  and  children's  insti- 
tutions. Public  and  voluntary  agencies  gave  more  attention  to  helping 
foster  parents  and  cottage  parents  and  other  staff  members  in  chil- 
dren's insitutions  provide  better  care  for  children.  Although  the 
children  in  foster  family  care  increased  in  many  communities,  the 
need  for  additional  foster  family  homes  is  still  urgent. 

Wide-spread  public  interest  in  adoption  continued.  The  Arizona 
Bar  Association  sponsored  legislation  for  improving  the  adoption 
law;  a  civic  group  in  Portland,  Oregon,  studied  the  adoption  law  and 
recommended  further  legislation  to  improve  it ;  California  developed 
State  and  local  citizen's  groups  to  study  and  foster  sound  adoption 
programs.  Both  public  and  voluntary  agencies  were  trying  to  pro- 
vide better  services  to  children  and  adoptive  parents  and  to  improve 
adoption  programs.    Many  agencies  are  giving  more  attention  to  the 
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need  of  older  children  for  adoption  as  well  as  to  placement  of  infants 
at  an  earlier  age. 

BUILDING  STAFF  FOR  SERVICES 

If  services  to  children  are  to  be  of  value,  they  have  to  be  manned 
by  competent  people.  Even  though  colleges  and  universities  are  try- 
ing hard  to  increase  the  number  and  the  skills  of  people  to  work  with 
children,  the  demand  for  these  workers  far  exceeds  the  supply. 

For  this  reason  one  of  the  major  uses  to  which  State  agencies  put 
their  Federal  grants  is  in  special  training  of  workers.  They  help 
finance  the  cost  of  courses,  institutes,  and  work  groups  where  doctors, 
nurses,  social  workers,  and  others  can  go  for  specialized  training  in 
services  to  children.  They  use  some  of  their  Federal-State  funds  for 
stipends  and  tuition  for  people  to  take  advanced  training.  Training 
opportmiities  in  such  specialized  areas  as  audiology  (the  science  of 
hearing),  rheumatic  fever,  epilepsy,  and  care  of  premature  infants 
were  utilized  more  fully  by  the  States  during  the  year.  Those  com- 
pleting the  special  training  project  in  audiology  at  the  University  of 
Iowa  went  to  positions  in  States  over  a  wide  area.  The  1952  rheu- 
matic fever  workgroup  in  Connecticut  was  attended  by  medical,  nurs- 
ing, medical-social,  and  administrative  personnel  from  rheumatic 
fever  programs  in  California,  Kentucky,  Nebraska,  New  Hampshire, 
Oklahoma,  and  Washington.  The  epilepsy  training  program  in 
Massachusetts  trained  six  physicians  and  five  electroencephalographic 
technicians  in  its  first  6  months.  This  year  the  institutes  sponsored 
by  the  New  York  Hospital  Premature  Training  Project  were  attended 
by  teams  of  physicians  and  nurses  from  New  York  City,  New  York 
State,  Comiecticut,  Florida,  Maine,  New  Hampshire,  New  Jersey, 
North  Carolina,  Massachusetts,  and  Pennsylvania. 

Additional  training  facilities  in  public  health  nutrition  have  been 
set  up  by  two  schools  of  public  health  (Minnesota  and  Pittsburgh). 
Other  educational  institutions  are  attempting  to  bridge  the  gap  be- 
tween the  demand  and  supply  of  nutritionists  by  offering  for  the  first 
time  a  major  in  public  health  nutrition.  A  few  States  are  providing 
workers  with  stipends  for  the  second  year  of  medical-social 
work  training  or  for  an  internship  program  in  medical-social  work  in 
a  hospital.  Special  medical-social  training  projects  have  been  estab- 
lished by  three  State  agencies  (Illinois,  Louisiana,  Massachusetts), 
with  schools  of  social  work  cooperating. 

The  shortage  of  maternity  and  pediatric  nurses  is  particularly 
serious.  Advanced  programs  of  study  in  maternity  and  pediatric 
nursing  have  been  developed  in  six  university  centers.  Scholarship 
funds  are  not  yet  sufficient  to  meet  the  requests  of  many  young  nurses 
who  wish  to  specialize  in  maternal  and  child  care. 
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Health  personnel  working  with  mothers  and  children  need  under- 
standing about  the  emotional  growth  and  development  of  children. 
Many  State  agencies  have  been  active  in  this  field  in  holding  work- 
groups in  child  development  for  physicians,  nurses,  and  other  per- 
sonnel and  in  helping  medical  schools  provide  training  in  maternal 
and  child  health  work.  The  Children's  Bureau  assisted  in  the  estab- 
lishment of  faculty  positions  in  child  psychiatry  by  two  pediatric 
departments  (at  Johns  Hopkins  and  Yale) .  The  Institute  for  Medical 
Social  Workers  on  growth  and  development  of  children,  organized 
by  the  Harvard  School  of  Public  Health  at  the  request  of  the  Children's 
Bureau,  was  enthusiastically  received. 

State  public  welfare  agencies  are  making  steady  progress  in  trammg 
and  staff  development  programs  for  child  welfare  staff.  This  is  re- 
flected in  increases  in  the  positions  for  special  consultants  on  staff 
development  budgeted  on  Federal  funds;  in  the  number  of  field  work 
training  units  developed  in  cooperation  with  schools  of  social  work ; 
in  the  amounts  budgeted  for  professional  education ;  and  in  the  number 
of  States  budgeting  funds  for  salaries  of  new  workers  during  orienta- 
tion before  enrollment  in  a  school  of  social  work.  Workgroups  and 
institutes  including  representatives  from  other  public  agencies  serving 
children  and  from  voluntary^  agencies  are  being  used  to  a  greater 
extent  as  a  medium  for  staff  development. 

Focus  on  Four  Fronts 

During  1952,  the  Bureau  worked  intensively  in  four  areas  that  it 
believed  were  of  crucial  importance  to  the  welfare  of  children  in  this 
country. 

JUVENILE  DELINQUENCY 

During  the  past  3  years  the  number  of  delinquency  cases  that  are 
handled  by  juvenile  courts  in  this  country  rose  almost  20  percent. 
Census  figures  make  it  clear  that,  as  a  result  of  high  birth  rates  during 
and  after  World  War  II,  by  1960  there  will  be  45  percent  more  chil- 
dren between  10  and  17  years  of  age  than  in  1950— the  age  range  in 
which  most  juvenile  delinquency  cases  fall.  Even  with  no  change  in 
the  delinquency  rate,  law-enforcement  agencies  will  be  dealing  with 
45  percent  more  children  in  1960. 

A  million  or  so  boys  and  girls  are  picked  up  by  the  police  each  year. 
We  know  that  many  of  the  men  and  women  who  fill  our  adult  prisons 
have  juvenile  delinquency  records.  Perhaps  many  of  these  children 
if  they  got  the  help  they  needed  could  be  spared  a  criminal  career. 

In  January  the  Bureau  began  an  intensive  review  of  the  problems 
of  juvenile  delinquency  and  of  provisions  and  procedures  that  have 
been  developed  to  meet  these  problems,  including  its  own  program. 
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Then  the  Bureau  called  a  meeting,  to  which  a  broad  cross-section  of 
persons  concerned  with  juvenile  delinquency  control  were  invited,  to 
test  its  own  conclusions  and  to  benefit  by  the  thinking  of  these  experts. 
Subsequently  the  Bureau  established  a  Juvenile  Delinquency 
Branch  in  its  Division  of  Social  Services.  This  new  Branch  works 
closely  with  a  special  Juvenile  Delinquency  Project  sponsored  by  the 
Children's  Bureau  and  financed  by  private  contributions  for  this  pur- 
pose to  the  Child  Welfare  League  of  America.  Together,  the  new 
Branch  and  the  Project  will  assemble  what  is  known  about  the  causes 
and  treatment  of  juvenile  delinquency.  They  will  help  national.  State, 
and  local  citizen  groups  to  develop  programs  to  help  delinquent  boys 
and  girls. 

INFANT  MORTALITY 

In  the  United  States  as  a  whole  the  mortality  rate  among  babies  less 
than  a  year  old  has  been  going  down  for  three  and  a  half  decades— 
from  100  deaths  per  thousand  live  births  in  1915  to  29  per  thousand 
in  1951,  an  all-time  low.  Many  things  have  contributed  to  this  reduc- 
tion. Certainly  high  on  the  list  must  go  better  sanitation,  better  con- 
trol of  communicable  diseases,  and  improvements  in  pediatric  and  ob- 
stetric practice,  the  growth  of  maternal  and  child  health  services  in 
States  and  communities,  and  an  increased  knowledge  and  understand- 
ing by  parents  and  by  professional  workers  of  the  care  required  by  in- 
fants to  assure  survival  and  healthy  development  during  the  first  year 
of  life. 

But  when  we  break  the  figures  down,  the  picture  is  not  quite  so 
bright.  Many  counties  in  the  country— largely  rural— still  lag  half  a 
decade  or  longer  behind  the  counties  where  rates  have  decreased  the 
most— metropolitan  counties  or  counties  with  a  city  of  50,000  or  more 
population.  In  the  4  years  1946-49,  nearly  60,000  infants  died  who 
would  have  been  saved,  if  these  counties  had  had  as  low  an  infant  mor- 
tality rate  as  the  average  for  metropolitan  counties. 

Over  60  percent  of  the  counties  of  the  United  States  had  higher 
infant  mortality  rates  during  1946^9  than  prevailed  in  metropolitan 
counties.  The  majority  of  these  high  rate  counties,  80  percent,  were 
in  States  in  the  southeastern  and  southwestern  parts  of  the  United 
States.  Mortality  in  the  first  year  takes  a  needlessly  high  toll  of  in- 
fant lives  among  our  Negro  population,  among  Spanish-speaking 
families,  among  the  Indian  groups,  and  in  families  of  migratory 
workers. 

Premature  birth  continues  to  be  listed  today  as  the  leading  cause  of 
infant  mortality,  accounting  in  1949  for  more  than  one-third  of  all 
deaths  in  the  first  year  of  life  and  more  than  half  of  those  in  the  first 
month.     Probably  over  200,000  babies  a  year  are  born  prematurely. 
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Good  prenatal  care  of  mothers  can  help  to  reduce  the  incidence  of  pre- 
maturity, and  thus  save  infant  lives. 

The  problems  connected  with  saving  babies'  lives  involve  more  than 
medical  problems.  They  are  physical,  social,  economic,  and  cultural 
as  well.  They  involve  low  incomes,  poor  sanitation,  and  the  habits  of 
people.  Not  only  must  more  doctors,  nurses,  nutritionists,  and  medi- 
cal social  workers  be  made  available  but  people  must  be  helped  to 
make  the  most  effective  use  of  medical  services  and  facilities  and  to 
help  themselves  in  improving  environmental  conditions  and  personal 
health.  This  underlines  the  importance  of  parent  education,  full 
citizen  participation,  and  the  skillful  development  of  a  maternal  and 
child  health  program  adapted  to  the  cultural  pattern  and  ways  of 
living  of  the  people  in  the  local  area. 

Programs  focused  on  reducing  these  high  infant  and  maternal 
mortality  rates  in  rural  counties  must,  of  course,  be  a  part  of  and 
integrated  into  the  State  and  community  health  programs.  If  a  local 
health  unit  is  already  established,  maternal  and  child  health  services 
should  be  operated  in  and  from  that  unit.  In  areas  with  few  or  no 
health  facilities,  additional  local  health  centers  designed  to  make  a 
frontal  attack  on  infant  and  maternal  mortality  may  need  to  be 
organized.  These  must  always  be  kept  closely  related  to  the  other 
services  and  facilities  essential  to  an  effective  program,  such  as  the 
skills  and  services  of  the  public  health  officer  and  sanitary  engineer, 
and  treatment  in  doctors'  offices. 

These  local  health  centers  would  serve  as  the  local  headquarters 
not  only  for  health  officers  and  generalized  public  health  nurses,  but 
also  for  doctors,  maternity  nurses,  nutritionists,  medical  social  work- 
ers, and  special  public  health  workers  trained  in  developing  and  using 
local  resources  and  in  working  with  citizen  groups— that  is,  com- 
munity organization  for  health.  They  would  also  provide  facilities 
for  prenatal  clinics,  child  health  conferences,  and  parent  education 

classes. 

The  staff  of  these  centers  would  perform  a  double  function.  They 
would  provide  direct  preventive  health  services  to  mothers  and  chil- 
dren, including  an  understanding  of  what  goes  into  the  promotion  of 
physical,  social,  and  emotional  health.  In  the  process  of  doing  this 
the  staff  would  also  educate  mothers  in  personal,  home,  and  neighbor- 
hood hygiene  and  sanitation.  Expectant  and  nursing  mothers  would 
be  assisted  and  instructed  on  the  selection  and  preparation  of  foods 
to  meet  their  special  needs  and  the  needs  of  their  children.  The 
importance  of  the  control  of  insects,  of  sewage  disposal,  of  protection 
of  milk  and  water  supplies  would  be  taught  in  the  course  of  home 

visits. 

A  critical  problem  in  all  health  services  is,  of  course,  the  scarcity 
of  trained  medical  personnel.     Physicians'  services  are  basic  to  all 
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maternal  and  child  health  care.  Other  supporting  professional  serv- 
ices are  also  essential.  The  selection  of  young  people  from  within 
the  areas  most  in  need  of  the  services,  the  training  of  such  students 
within  these  areas,  insofar  as  is  possible,  and  the  building  of  strong 
incentives  for  their  services  where  most  needed  should  be  developed. 

CHILDREN  IN  MIGRANT  FAMILIES 

Children  in  migrant  families  have  fathers  and  mothers  who  live  in 
fear  of  never  having  enough  of  anything  for  their  families — enough 
food,  adequate  shelter,  decent  clothing,  good  education,  medical  care. 
As  they  follow  the  crops,  these  families  move  from  one  makeshift 
quarter  to  another,  badly  overcrowded,  dirty,  unsanitary,  dilapidated. 

Migrant  families  are  large  families.  A  field  survey  conducted  in 
Colorado  between  July  and  October  1950,  covering  262  representative 
families,  showed  that  the  average  family  consisted  of  5.7  persons. 
Children  14  years  and  under  constituted  44  percent  of  the  total  group. 
The  average  cash  income  per  family  from  all  sources  was  $1,424  per 
year  as  compared  with  $3,300  for  all  families  in  the  United  States 
m  1950;  about  two-fifths  had  incomes  of  less  than  $1,000. 

Three-fourths  of  the  children  between  7  and  16  years  of  age  worked 
more  than  7  hours  a  day ;  some  about  12  hours.  A  few  started  work 
in  the  fields  before  they  were  5  years  old — two-fifths  before  they 
were  10. 

Health  and  medical  care  for  infants  and  children  and  provision 
for  adequate  maternity  care  were  practically  nonexistent.  The  infant 
mortality  rate  for  these  families  was  twice  as  high  as  the  rate  for 
Colorado  as  a  whole. 

The  Colorado  study  included  100  families  where  the  mother  was 
working  in  the  fields  and  had  children  under  10  years  of  age.  Forty- 
one  families  took  their  babies  and  small  children  to  the  fields  with 
them ;  26  had  older  children  who  took  care  of  the  children  under  10 ; 
12  had  "elderly  people"  look  out  for  the  children;  11  left  them  with 
neighbors  or  relatives;  8  left  them  home  unattended;  and  2  sent  them 
to  day  nurseries. 

Help  from  the  Federal  Government  is  needed  to  assist  the  States 
and  local  communities  in  extending  and  adapting  their  child  health 
and  child  welfare  services  to  these  migrant  families.  Eesponsibility 
for  administering  these  services  should  be  placed  in  the  State  and  local 
departments  of  health  and  welfare  so  that  sei^ices  can  be  built  upon 
existing  programs,  even  though  substantial  adaptations  will  have  to 
be  made  in  these  programs  to  meet  the  needs  of  families  who  follow 
the  crops. 

Special  administrative  problems  have  to  be  solved  in  providing 
these  services.  A  single  conununity  may  have  a  large  number  of 
migratory  agricultural  workers  certain  seasons  of  the  year ;  in  other 
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seasons  very  few  or  none  at  all.  Local  health  and  welfare  departments 
do  not  usually  have  enough  workers  to  meet  such  peak  loads.  These 
families  and  their  children  must  be  provided  with  a  continuity  of 
services  which  may  make  special,  and  perhaps  mobile,  maternity  and 
pediatric  clinics  necessary.  Hospital  care  may  be  needed  in  many 
cases.  It  is  always  needed  for  maternity  care.  Day-care  services  will 
have  to  be  organized  in  or  near  the  places  where  the  parents  live 
while  they  are  working  in  a  particular  community.  Recreational 
activities,  particularly  for  adolescents,  will  also  be  needed. 

Because  migratory  workers  are  in  a  given  community  such  a  short 
time,  regional,  interstate,  and  State-wide  planning  is  needed.  Fed- 
eral funds  should  be  channeled  to  States  with  sizable  migrant  prob- 
lems. Some  of  these  funds  should  be  used  in  setting  up  special  demon- 
stration projects.  All  the  programs  with  responsibility  for  working 
on  the  migrant  problem— Federal,  State,  and  local,  public  and  volun- 
tary—should be  brought  into  effective  coordination.  In  these  projects, 
new  methods  of  providing  service  would  be  tried  out  and  State  and 
local  personnel  would  be  trained. 

The  Children's  Bureau  should  have  special  staff  to  give  their  full 
time  to  the  problem  of  health  and  welfare  services  for  children  of 
migratory  workers.  This  staff  would  keep  in  touch  with  developments 
throughout  the  country,  learn  what  has  succeeded  and  what  has  failed, 
and  make  this  information  available  to  States  and  localities.  They 
would  help  States  in  their  planning  and  stimulate  local  action.  The 
Children's  Bureau  should  also  have  authority  to  employ  and  provide 
personnel  who  could  meet  specific  needs  in  States  and  localities  and 
work  in  more  than  one  State. 

Many  variations  in  this  approach  would  have  to  be  worked  out  for 
other  programs  in  the  Federal  Security  Agency  and  elsewhere  in  the 
Federal  Government.  School  programs  represent  one  of  the  most 
urgent  needs— and  educational  authorities  are  faced  with  many  stiff 
problems  in  this  area.  The  same  is  true  for  the  public  assistance  and 
the  other  social  security  programs,  as  well  as  the  various  public  health 
programs. 

RESEARCH 

The  Children's  Bureau  is  the  one  agency  of  the  Federal  Government 
with  a  clear  legislative  mandate  to  inquire  into  and  keep  the  country 
informed  about  what  is  happening  to  children  whose  welfare  is  in 
jeopardy  and  to  consider  what  is  being  done  and  what  can  be  done 
about  it.  As  set  forth  in  the  Act  of  1912,  the  original  and  continuing 
purpose  of  the  Children's  Bureau  is  to  "investigate  and  report  .  .  . 
upon  all  matters  pertaining  to  the  welfare  of  children  and  child  life 
among  all  classes  of  our  people." 
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Nevertheless,  for  the  past  15  years  or  so,  the  heavy  responsibilities 
and  pressing  duties  carried  for  other  children's  programs  in  the  war 
and  postwar  years  have  prevented  the  Bureau  from  moving  forward 
in  research.  Hoping  to  close  this  gap  between  program  operation  and 
research,  the  Bureau  in  recent  years  has  discussed  the  research  aspects 
of  its  work  with  experts  in  various  fields  and  has  received  from  them 
many  helpful  suggestions. 

In  1952  the  Bureau  undertook  a  detailed  review  of  the  role  of  its 
research  as  judged  by  its  past  studies,  present  activities,  and  sugges- 
tions made  by  the  experts  consulted.  On  the  basis  of  this  review  the 
Bureau  arrived  at  a  plan  which  includes  both  a  comprehensive  state- 
ment of  the  scope  of  the  proposed  research  program  and  a  description 
of  areas  in  which  studies  could  be  profitably  carried  on  in  the  near 
future. 

Most  of  the  Bureau's  past  studies  fall  under  the  following  headings : 
infant  and  maternal  mortality,  child  health,  economic  handicaps  to 
children's  well-being,  child  labor,  adoption,  foster  care,  juvenile  delin- 
quency, and  children  lacking  adequate  care  and  protection.  Many  of 
these  studies  either  directly  or  indirectly  resulted  in  legislative  action — 
State  or  Federal — to  improve  the  lot  of  children,  such  as  the  Sheppard- 
Towner  Act,  aid  to  dependent  children,  maternal  and  child  health 
services,  services  to  crippled  children,  and  child  welfare  services  under 
the  Social  Security  Act,  child  labor  provisions  of  the  Fair  Labor 
Standards  Act,  and  better  State  adoption,  juvenile  court,  and  guard- 
ianship laws. 

For  the  present,  at  least,  the  Bureau  proposes  to  hold  rather  close  to 
the  line  suggested  by  these  past  studies,  focusing  its  research  on 
children  whose  health  or  welfare  are  in  jeopardy.  Studies  of  such 
children  can  add  greatly  to  our  knowledge  of  children  and  child  life  in 
general,  for  they  will  raise  and  deal  with  questions  of  fundamental 
importance  for  the  welfare  and  health  of  all  children. 

The  proposed  scope  of  the  Bureau's  research  embraces  theoretical  as 
well  as  practical  investigations.  Studies  such  as  the  following  will 
give  the  Bureau  knowledge  upon  which  sound  programs  must  be  built, 
new  leads  for  services  discovered,  and  established  services  evaluated. 

What  are  the  characteristics  and  extent  of  social  or  economic  conditions 
deemed  harmful  to  children  (e.  g.,  employment  of  mothers,  "black  markets"  in 
babies,  low  family  income)?  Are  they  actually  harmful?  If  so,  what  is  being- 
done  or  might  be  done  about  them? 

By  what  personal  disabilities  are  children  handicapped?  How  are  children 
with  handicaps  to  be  discovered  (e.  g.,  physically  or  intellectually  handicapped 
children,  juvenile  delinquents,  children  who  are  homeless  or  neglected)  ? 

What  does  it  "do"  to  children — physically,  emotionally,  development-wise — to 
live  under  specified  adverse  situations  or  to  have  specified  personal  handicaps? 
What  kinds  of  help  do  children  who  are  handicapped  in  particular  ways  require? 
How  can  the  handicapping  conditions  and  situations  be  prevented? 
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What  is  the  nature  of  the  present  service  programs :  their  objectives,  clientele, 
extent  and  coverage,  effectiveness,  cost,  administrative  problems? 

How  effective  are  these  programs  in  reaching  children  in  need  and  in  improv- 
in<-  their  situation  or  condition?  How  effective  are  particular  methods  and 
measures  used  in  these  programs?  What  are  the  effects  of  these  measures  on 
children  and  their  families? 

What  scientific  knowledge  and  ideas  have  not  yet  been  utilized  in  service 
programs  or  throw  doubt  upon  the  validity  of  current  practices? 

What  special  knowledge  and  abilities  are  required  of  persons,  professional 
and  nonprofessional,  who  work  with  handicapped  children?  How  can  these 
people  be  effectively  trained  for  their  work? 

The  expanded  program  of  research  described  here  would  provide 
a  sound  base  for  effective  health  and  welfare  services  for  children. 
Legislative  authorization  is  also  needed  for  making  grants  to  universi- 
ties and  research  institutions  and  to  individuals  in  many  different 
parts  of  the  country  who  are  studying  various  aspects  of  the  well- 
being  of  children. 

Interdepartmental  Committee  on  Children  and  Youth 

The  Interdepartmental  Committee  on  Children  and  Youth,  estab- 
lished in  May  1948  at  the  request  of  the  President,  concluded  its  fourth 
year  in  June  1952. 

The  Interdepartmental  Committee,  with  the  aid  of  the  Josiah  Macy, 
Jr.  Foundation,  held  an  Interagency  Conference  on  Healthy  Person- 
ality Development  in  Children  at  Princeton,  N.  J.,  September  21-25. 
Eighteen  representatives  from  IT  bureaus  or  subdivisions  of  seven 
Federal  departments  and  agencies  attended.  The  Foundation  pro- 
vided for  the  attendance  of  nine  consultants  from  fields  such  as 
psychiatry,  pediatrics,  psychology,  sociology,  cultural  anthropology, 
and  social  work,  the  director  of  fact-finding  of  the  White  House  Con- 
ference, the  executive  secretary  of  the  National  Midcentury  Committee 
for  Children  and  Youth,  and  four  consultants  from  Government 

agencies. 

The  purpose  of  the  Conference  was  to  consider  how  the  basic  philos- 
ophy, approach,  and  findings  of  the  Midcentury  White  House  Con- 
ference on  Children  and  Youth  could  be  woven  into  Federal  programs 
concerned  with  the  well-being  of  children  and  young  people. 

In  February  the  Interdepartmental  Committee  held  a  one-day 
seminar  "to  consider  the  White  House  Conference  concepts  on  healthy 
personality  development  in  relation  to  juvenile  delinquency  and  to 
discuss  the  application  of  these  insights  in  Federal  programs  that  have 
a  direct  or  indirect  bearing  on  the  prevention,  control,  and  treatment 
of  juvenile  delinquency."  It  was  attended  by  59  representatives  from 
10  departments  and  independent  agencies  of  the  Federal  Government, 
including  committee  members  and  staff  specialists  from  21  bureaus 
and  other  subdivisions. 
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Follow-up  on  the  Midcentury  White  House  Conference 

The  staff  of  the  Children's  Bureau  has  been  working  closely  with 
the  National  Midcentury  Committee  for  Children  and  Youth  and  with 
State  committees  on  the  follow-up  program  of  the  Midcentury  White 
House  Conference. 

Forty-five  States  and  all  the  Territories  have  State  or  Territorial 
committees  designated  for  follow-up  activities.  Some  of  these  groups 
operate  independently,  others  through  a  State  department  that  has 
responsibilities  for  children  and  youth.  Generally  throughout  the 
country  State  public  welfare  and  health  departments  are  represented 
in  these  groups. 

During  the  past  year  the  Bureau  has  made  intensive  efforts  to  work 
closely  with  the  national  voluntary  agencies  in  the  health  and  welfare 
field  and  with  national  citizens'  organizations  on  projects  related  to 
the  follow-up  of  the  White  House  Conference  and  on  national  and 
local  planning  for  strengthening  programs  for  children  and  youth. 

International  Cooperation 

In  its  international  activities,  the  Bureau  attempts  to  serve  children 
by  sharing  knowledge  and  experience  with  other  countries  and  by 
receiving  from  them  the  benefit  of  their  knowledge  and  experience. 

During  the  year,  10  staff  people  were  working  abroad,  five  in  child 
welfare  and  five  in  maternal  and  child  health,  under  the  Depart- 
ment of  State's  Point  Four  program  for  technical  assistance  to  other 
countries. 

All  technical  specialists  who  go  abroad  have  teaching  as  a  major  re- 
sponsibility. Three  staff  members  taught  full-time  in  recognized 
schools  of  social  work  in  India,  Bolivia,  and  Peru ;  two  organized  and 
taught  courses  for  the  training  of  subprof essional  workers  in  El  Salva- 
dor to  prepare  these  workers  to  give  medical  social  services  in  hospitals, 
and  in  Brazil  to  function  as  child  welfare  casework  aides  in  the  ma- 
ternal and  child  welfare  centers  maintained  by  the  Brazil  Children's 
Bureau.  Consultation  in  maternal  and  child  health  was  given  by  a 
physician  in  Iraq,  two  nurses  in  Mexico,  and  a  nurse  in  Egypt ;  con- 
sultation in  child  welfare  was  given  to  a  voluntary  children's  agency 
in  Pakistan. 

During  the  fiscal  year,  programs  of  observation  and  study  were 
planned  and  arranged  for  66  visitors  (in  this  country  for  periods 
varying  from  a  month  to  2  years)  from  29  countries;  and  interviews, 
group  discussions,  and  brief  observation  (for  periods  varying  from  a 
day  to  several  weeks)  for  257  visitors  from  48  countries. 

The  visitors  for  whom  planned  observation  and  study  is  arranged 
come  to  the  Children's  Bureau  through  the  United  Nations  Secretariat, 
the  World  Health  Organization,  the  U.  S.  Department  of  State,  the 
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visitors'  own  government,  voluntary  organizations  in  the  visitor's 
country  or  in  this  country,  and  "on  their  own." 

Next  Steps 

Periods  of  special  strain  and  apprehension,  such  as  the  present, 
create  special  problems  for  children.  If,  as  a  Nation,  we  want  to  help 
in  building  the  kind  of  world  in  which  an  enduring  peace,  with  free- 
dom and  justice  for  all,  will  be  achieved,  children's  needs  must  stand 
high  on  the  list  of  priorities  for  services  and  for  funds  for  research 
that  will  show  how  best  to  help  them  develop  inner  resources,  the 
knowledge  and  capacities  for  responsible  living. 

The  expansion  of  the  maternal  and  child  health,  crippled  children's 
and  child  welfare  services  programs  in  the  States  is  greatly  needed. 
Many  children  in  need  of  these  services  are  not  now  getting  them. 
The  full  amounts  authorized  in  the  Social  Security  Act  for  grants 
to  States  for  these  three  programs  are  now  needed  by  the  States  as  a 
minimum  next  step.  Health  and  welfare  services  for  children,  and 
research  in  child  life  to  guide  the  development  of  the  services,  need 
to  be  expanded  so  that,  when  public  and  private  resources  are  con- 
sidered together,  the  services  may  become  available  to  all  children  in 
all  parts  of  the  country. 

Help  from  the  Federal  Government  is  needed  to  assure  that  the 
essential  child  health  and  welfare  services  are  available  for  chil- 
dren of  migratory  agricultural  workers  who  move  from  community 
to  community  and  across  State  lines  tending  and  harvesting  the  crops. 
By  and  large  these  services  do  not  now  reach  these  children.  The 
educational  opportunities  which  every  child  in  this  country  should 
have  as  a  matter  of  right  must  also  be  provided  for  them. 

The  States  need  the  help  of  the  Federal  Government  in  extending 
and  improving  services  for  the  prevention  and  control  of  juvenile 
delinquency,  and  to  make  certain  that  boys  and  girls  who  get  into 
trouble  will  receive  care  and  treatment  which  uses  our  best  knowledge 
about  how  they  can  be  helped  to  become  good  citizens.  Proper  steps 
taken  when  these  children  and  young  people  first  get  into  trouble  will 
help  keep  them  out  of  the  ranks  of  adult  criminals  later  on.  Such 
a  program  should  be  coordinated  or  integrated  with  State  or  local 
child  welfare  services  and  with  other  services  for  children. 

Special  help  and  attention  are  needed  to  assist  the  States  which  have 
maternal  and  infant  mortality  rates  that  are  higher  than  the  national 
average— States  located  principally  in  the  Southeast  and  Southwest— 
to  undertake  an  all-out  attack  on  this  problem,  to  stop  this  wastage 
of  our  human  resources. 

To  maintain  a  high  quality  of  service  in  the  child  health  and  child 
welfare  programs,  the  number  of  adequately  trained  personnel  needs 
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to  be  increased.  Shortage  of  well-trained  people  is  one  of  the  major 
problems  these  programs  face.  It  is  recommended  that  funds  be 
appropriated  to  the  Federal  Security  Agency  and  authority  given  the 
Agency  to  use  these  funds  to  extend  and  strengthen  facilities  to 
train  personnel  for  State  and  local  child  health  and  child  welfare 
services.  Authority  should  include  use  of  these  funds  to  provide  spe- 
cial assistance  to  States  to  finance  the  training  of  personnel,  particu- 
larly for  States  urgently  in  need  of  increasing  the  number  of  trained 
persons  to  serve  children  through  these  programs. 

An  expanded  program  of  research  is  needed  to  provide  a  sound 
base  for  effective  health  and  welfare  services  for  children.  We  need 
to  learn  more  about  the  circumstances  of  present  day  living  that  affect 
children  adversely,  to  extend  our  horizons  of  knowledge  about  the 
many  factors  that  affect  child  growth  and  development,  and  to  study 
the  many  different  ways  of  providing  services  in  order  to  learn  which 
works  best.  Additional  funds  are  needed  to  strengthen  the  research 
activities  of  the  Children's  Bureau.  Legislative  authorization  is 
needed  for  making  grants  to  universities  and  research  institutions  and 
to  individuals  in  many  different  parts  of  the  country  who  are  studying 
various  aspects  of  the  well-being  of  children. 

Federal  Credit  Unions 

Federal  credit  unions  strengthen  the  local  community.  They  are 
a  form  of  economic  self-help  at  the  local  level.  Each  is  chartered  to 
serve  a  group  of  persons  who  have  interests  in  common  because  they 
work  for  the  same  employer,  worship  at  the  same  church,  belong  to 
the  same  labor  union,  or  reside  in  the  same  community.  Each  credit 
union  is  limited  in  its  scope  of  operations  by  the  terms  of  its  charter. 
It  may  accept  savings  in  the  form  of  payments  on  shares,  and  it  may 
grant  loans  to  members  from  the  funds  thus  accumulated. 

A  Federal  credit  union  is  a  voluntarj^  association.  A  charter  is 
granted  only  to  a  qualified  group  that  has  made  a  request  to  the  Bureau 
of  Federal  Credit  Unions.  The  officials  of  each  credit  union  are 
elected  by  the  membership  and  must  be  members  of  the  credit  union 
they  serve.  Except  for  the  treasurer,  who  may  be  compensated  out  of 
earnings  of  the  credit  union  on  authorization  of  the  members,  these 
officials  are  not  paid.  In  discharging  their  responsibilities  they  gain 
experience  in  leadership  and  management,  and  in  a  practical  way 
learn  the  lessons  of  responsible  citizenship  in  their  community. 

The  basic  purposes  of  a  Federal  credit  union  are  to  encourage  its 
members  to  develop  habits  of  systematic  saving  out  of  current  earnings 
and  to  provide  a  source  of  short-term  installment  loans  at  reasonable 
rates  for  members.  The  convenience  of  facilities  for  making  payments 
and  the  practice  of  accepting  savings  in  installments  as  small  as  25 
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cents  a  month  make  it  easy  to  save.     In  addition,  credit  union  officials 
carry  on  a  variety  of  educational  methods  to  promote  the  habit  of 

saving. 

The  forerunners  of  modern  credit  unions  were  established  as  one 
means  of  lifting  the  yoke  of  the  usurer  from  the  nec]?:s  of  small-scale 
farmers  and  city  workers  whose  income  was  close  to  the  subsistence 
level.  Today,  most  credit  union  leaders  believe  that  protecting  mem- 
bers from  the  exactions  of  the  high-rate  money  lenders  continues  to 
be  a  major  purpose  of  credit  unions.  The  Federal  Credit  Union  Act 
contains  several  provisions  that  keep  Federal  credit  unions  in  the 
small-loan  field.    Federal  credit  unions  use  no  Federal  funds  to  make 

these  loans. 

Within  limitations  specified  by  law,  the  board  of  directors  of  each 
Federal  credit  union  fixes  the  loan  limits  and  interest  rate.  The  com- 
bination of  thrift  promotion  and  installment  loan  service  is  practical 
and  effective.  Because  of  the  tie-in,  the  credit  union  officials  are  in  a 
position  to  teach  the  art  of  thrift  and  the  wise  use  of  consumer  credit- 
two  essential  elements  in  modern  family  budgeting. 

The  Federal  Credit  Union  Act  became  law  on  June  26,  1934,  and 
the  first  Federal  credit  union  was  organized  on  October  1st  of  that 
year.  As  of  June  30,  1952,  there  were  5,662  in  operation,  serving 
2,671,212  members  whose  savings  in  these  institutions  totaled  $518.6 
million.  Assets  totaled  $569.1  million,  of  which  $351.8  million  was 
outstanding  in  loans  to  members. 

There  is  a  dual  system  of  credit  unions  in  the  United  States,  com- 
parable to  the  situation  in  the  banking  field,  where  there  are  both 
State  and  national  banks.  The  Massachusetts  credit  union  lav7  was 
enacted  in  1909.  By  1934  there  were  credit  union  laws  in  38  States 
and  the  District  of  Columbia.  At  that  time  some  2,200  credit  unions 
were  operating  under  these  laws.  They  had  approximately  400,000 
members  and  $40  million  in  assets.  At  the  end  of  1951,  the  latest  date 
for  which  information  is  available,  44  States,  the  District  of  Columbia, 
and  Puerto  Rico  had  credit  union  laws,  and  5,888  credit  unions  with 
2.7  million  members  and  $698.2  million  in  assets  were  in  operation. 

Federal  credit  unions  are  in  operation  in  each  of  the  48  States,  the 
District  of  Columbia,  Alaska,  the  Canal  Zone,  Hawaii,  and  Puerto 
Rico.  Of  the  total  of  5,662  at  the  end  of  the  fiscal  year,  812  were  serv- 
ing associational  groups,  4,718  occupational  groups,  and  132  residential 
groups. 

The  Year's  Operations 

The  Bureau  of  Federal  Credit  Unions  supervises  the  operations  of 
the  credit  unions  chartered  under  the  Federal  act.  It  makes  investi- 
gations of  groups  applying  for  charters,  issues  charters  to  qualified 
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groups,  prepares  and  distributes  manuals  for  the  guidance  of  Federal 
credit  union  officials,  makes  examinations  of  and  generally  supervises 
the  operations  of  established  units,  and  makes  studies  relating  to  coop- 
erative saving  and  lending  activities  among  people  of  small  means. 
These  functions  have  a  social  as  well  as  an  economic  importance  for  the 
people  concerned.  Credit  unions  build  a  sense  of  economic  security 
based  partly  on  a  cushion  of  savings  and  partly  on  the  member's  knowl- 
edge that  he  has  access  to  a  source  of  reasonably  priced  credit  in  case  of 
emergency.  This  sense  of  security  seems  to  be  only  partly  measured 
by  the  number  of  dollars  involved.  For  many  members,  association 
with  the  credit  miion  marks  the  first  step  in  the  development  of  this 
sense  of  economic  security.  The  ability  to  arrange  expenditures  for 
family  maintenance  in  such  a  way  that  there  is  a  part  of  the  periodic 
income  left  over  at  the  end  of  the  month  must  be  acquired.  Once 
acquired,  it  tends  to  carry  over  into  more  long-range  thrift  programs, 
such  as  the  purchase  of  a  home,  U.  S.  Savings  bonds,  and  a  life 
insurance  program. 

The  amount  any  person  can  save  is  limited  by  the  amount  of  his 
income  and  the  aggregate  amount  of  obligations  to  be  covered  by  that 
income.  Very  few  workers,  for  instance,  can  build  up,  through 
personal  thrift  alone,  an  adequate  retirement  income  or  continuing 
protection  for  their  dependents  after  their  death.  The  credit  union 
can  serve  to  complement  and  to  supplement  the  services  provided  by 
other  programs  that  deal  with  welfare  and  economic  security.  The 
potential  good  to  be  accomplished  through  economic  self-help  in  coop- 
erative thrift  and  consumer  credit  organizations  at  the  local  level 
among  workers  and  their  families  justifies  the  inclusion  of  the  Federal 
credit  union  program  among  this  Nation's  social  security  programs. 

The  administration  of  the  Federal  Credit  Union  Act  since  1934  has 
been  financed  in  part  by  appropriations  authorized  by  Congress  and 
partly  by  fees  paid  by  Federal  credit  unions.  Before  April  25,  1949, 
when  the  first  of  a  series  of  increases  in  examination  fees  became  effec- 
tive, each  Federal  credit  union  examined  paid  a  fee  computed  at  25 
cents  per  $100  of  assets  or  at  the  rate  of  $25.72  per  examiner  day, 
whichever  was  the  lower.  The  rates  in  effect  during  the  fiscal  year 
1952  were  50  cents  and  $56,  respectively.  The  revenue  from  examina- 
tion fees  was  $556,736  in  the  fiscal  year  1952  as  compared  with  $449,847 
during  the  preceding  year.  This  revenue  approximately  covered  the 
cost  of  the  Bureau's  examinations. 

Each  Federal  credit  union  also  pays  an  annual  supervision  fee, 
which  has  been  assessed  at  $10,  the  maximum  permitted  by  law.  In 
April  1952,  Congress  amended  this  provision  of  the  Federal  Credit 
Union  Act  to  provide,  beginning  in  January  1953,  an  annual  super- 
vision fee  in  accordance  with  a  graduated  scale  based  on  assets.  The 
units  with  assets  of  $34,000  or  more  will  pay  more  than  $10  per  year. 
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It  is  estimated  that  this  fee  will  provide  approximately  $184,000  in 
revenue  during  the  fiscal  year  1953  and  increasing  amounts  each  year 
thereafter  as  Federal  credit  unions  grow  in  size  and  numbers.  Reve- 
nue from  examination  fees,  supervision  fees,  and  from  the  $25  charter 
fee  for  each  new  Federal  credit  union  will  be  suiRcient,  it  is  estimated, 
to  cover  the  operating  costs  of  the  Bureau  by  the  fiscal  year  1955  or 
1956.  For  1953  the  Bureau  has  an  appropriation  of  $200,000  and 
will  collect  an  estimated  total  of  $1,093,127  in  fees. 

During  the  fiscal  year  1952  the  Bureau  issued  581  charters.  Appli- 
cations for  501  of  these  were  prepared  and  submitted  by  volunteers  or 
employees  of  State  or  national  credit  union  organizations.  Because 
of  this  assistance.  Bureau  field  examiners  had  to  do  the  initial  work  of 
chartering  and  organizing  for  only  80  credit  unions,  which  took  ap- 
proximately 1  percent  of  their  official  work-time. 

Of  the  3,999  examinations  made  during  the  year,  102  were  final 
examinations  of  liquidated  units  and  68  were  examinations  involving 
an  actual  or  suspected  defalcation.  Although  shortage  examinations 
accounted  for  only  1.7  percent  of  the  total  number,  they  required 
nearly  10  percent  of  the  staff  time  devoted  to  examinations.  Average 
assets  of  all  units  examined  were  $93,093,  as  compared  with  $76,570 
in  the  fiscal  year  1951.  The  average  time  for  making  an  examination 
was  3.3  days,  as  against  3.0  days  in  1951.  Seventy-four  percent  of  the 
Federal  credit  unions  in  operation  at  mid-year  (December  31,  1951) 
were  examined  during  the  year  as  compared  with  82  percent  during 
the  fiscal  year  1951. 

On  June  30,  1952,  the  Bureau  had  only  137  employees,  19  in  the 
Washington  office  and  118  in  the  field  service.  At  the  end  of  fiscal 
year  1951,  there  were  153  in  all,  with  21  in  the  Washington  office  and 
132  in  the  field.  During  the  first  half  of  the  fiscal  year  1953  it  is 
planned  to  increase  the  field  examiner  staff  from  70  to  135. 

During  the  year,  two  other  amendments  to  the  Federal  Credit  Union 
Act  were  passed  by  Congress.  One  extended  the  provisions  of  the  act 
to  the  Virgin  Islands;  the  second  increased  the  investment  authority 
of  Federal  credit  unions  to  include  shares  and  accounts  of  insured 
State-chartered  building  and  loan  associations. 

Strengthening  Credit  Unions 

The  needs  of  credit  unions  change  as  they  become  larger  and  as  the 
requirements  of  their  members  for  installment-loan  credit  change. 
The  purpose  of  the  following  recommendations  is  to  encourage  ap- 
praisal of  the  needs  and  preparation  for  meeting  them. 

Experience  indicates  that,  under  existing  law,  the  larger  Federal 
credit  unions  lack  the  flexibility  necessary  in  their  administrative 
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operations  in  order  to  function  efficiently.  It  will  therefore  be  de- 
sirable soon  to  accord  greater  flexibility  in  this  respect  to  Federal 
credit  unions  with  assets  above  a  certain  amount,  possibly  $500,000  or 
more.  Further  studies  are  necessary  to  determine  the  nature  and 
extent  of  the  changes  that  should  be  made  in  the  law  for  that  purpose. 

The  Bureau  has  for  some  time  been  studying,  and  has  discussed 
with  representatives  of  the  credit  union  movement,  the  question  of 
insurance  of  members'  savings  or  shares  in  credit  unions,  a  question 
that  has  also  been  brought  before  the  Eighty-second  Congress  by 
various  bills.  Further  study  of  this  subject  within  the  movement  and 
by  the  Bureau  is  desirable  with  a  view  to  determining  the  need  for 
such  insurance  and  what,  if  any,  legislation  on  the  subject  is  desirable. 

Some  815,000  Federal  employees  were  eligible  for  membership  in 
Federal  credit  unions  on  December  31,  1951,  and  it  is  conservatively 
estimated  that  the  number  eligible  for  membership  in  State-chartered 
credit  unions  was  at  least  as  large.  Credit  unions  have  thus  become 
a  significant  factor  in  personnel  administration  in  the  Federal  service. 
It  is  suggested  that  agencies  and  groups  interested  in  the  welfare  of 
Federal  employees,  such  as  the  Federal  Personnel  Council,  study  such 
credit  unions  to  determine  how  they  may  be  made  more  effective  and 
useful. 

If  further  growth  of  the  credit  union  movement  is  not  to  be  im- 
peded, there  is  need  for  central  agencies  or  facilities  to  enable  State- 
chartered  and  federally  chartered  credit  unions  to  borrow  funds, 
promptly  and  at  reasonable  rates,  when  their  own  resources  are  inade- 
quate to  meet  the  loan  demand  of  members.  Here,  too,  further  study 
within  the  credit  union  movement  as  well  as  by  the  Bureau  is  necessary 
in  order  to  develop  the  most  satisfactory  method  of  meeting  this  need. 
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Table  1. Social  Security  Administration:  Funds  available  and  obligations 

incurred,  fiscal  years  1952  and  1951  ^ 

[In  thousands;  data  as  of  June  30, 1952] 


Item 


Total - - 

Grants  to  States 

Public  assistance 

Old-age  assistance 

Aid  to  the  blind 

Aid  to  dependent  children -  -  - 

Aid  to  the  permanently  and  totally  disabled 
Maternal  and  child  health  and  welfare  services.. 

Maternal  and  child  health  services 

Services  for  crippled  children 

Child  welfare  services.. 

Administrative  expenses  3 

Office  of  the  Commissioner  < 

Bureau  of  Old-Age  and  Survivors  Insurance  5... 

Bureau  of  Public  Assistance 

Children's  Bureau ' 

Bureau  of  Federal  Credit  Unions  ? 


Funds  available  2 


1952 


$1, 245, 841 


181,500 
150, 000 


1,150,000 

31, 500 

12,  524 

11,386 

7,590 

64,  341 

331 

59, 927 

1,653 

1,585 

845 


$1,371,335 


1,310,250 
1,280,000 

1, 280, 000 

30, 250 

13, 200 
9,975 
7,075 

61,085 
335 

56, 988 

1,486 

1,500 

776 


Obligations  incurred 


$1,245,633 


1,181,499 

1,150,000 

785, 900 

29,  300 

296,  268 

38, 532 

31,  499 

12, 523 

11,386 

7,590 

64, 134 

330 

59,  727 

1,651 

1,581 

845 


$1, 290, 017 


1,  231,  633 

1,201,747 

836, 733 

26,  578 

318, 179 

20, 257 

29,  886 

12, 881 

9,930 

7,075 

58,384 

332 

54, 371 

1,447 

1,480 

754 


I  Funds  available  and  obligations  as  reported  by  administrative  agencies.  t,„„=for=    a^^^t 

1  Fimds  made  available  by  regular  and  supplemental  appropriations,  authorizations,  transfers,  allot- 

'^s  Funds  m'adrava'lable  and  obligations  mcurred  for  salaries,  printing  and  binding  communications, 
travpline  exnenses  and  reimbursement  items  for  services  rendered  to  other  Government  agencies. 

?  ADDroxfmately  6°  percent  of  the  administrative  expenses  of  the  the  Offlce.of  the  Commissioner  was 
appropdated  by  Congress  from  general  revenues;  balance  from  old-age  and  survivors  'insurance  trust  fund 

5  For  administration  of  the  old-age  and  survivors  insurance  program,  which  mvolved  benefit  payments 

gations  incurred  in  1951  and  73  percent  in  1952. 
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Table  2. — Financing  social  insurance  under  the  Social  Security  Act:  Contribu- 
tions collected  and   trust  fund  operations,  fiscal   years   1950—52 

[In  millions] 


Item 


1952 


1951 


1950 


Contributions  collected  under: 

Federal  Insurance  Contributions  Act ' 

Federal  Unemployment  Tax  Act  2 

State  unemployment  insurance  la ws  3  < 

Old-age  and  survivors  insurance  trust  fund: 

Receipts,  total 

Transfers  and  appropriations  ' 

Interest  and  profits  on  investments..- - 

Expenditures,  total 

Monthly  benefits  and  lump-sum  payments  * 

Administration  ' 

Assets,  end  of  year 

State  accounts  in  the  unemployment  trust  fund: 

Receipts,  total 

Deposits  * 

Interest-- 

Withdravi^al  for  benefit  payments. 

Assets,  end  of  year 


$3,  594 

$3, 120 

$2, 106 

259 

234 

226 

1,432 

1,365 

1,094 

3,932 

3,411 

2,367 

3,598 

3,124 

2,110 

334 

287 

257 

2,067 

1,569 

784 

1,982 

1,498 

727 

85 

70 

57 

16,  600 

14,  736 

12,  893 

1,606 

1,510 

1,248 

1,439 

1,363 

1,099 

167 

148 

149 

1,000 

848 

1,879 

7,920 

7,314 

6,652 

1  Contribution  paid  by  employers  and  employees  on  wages  up  to  and  including  $3,000  a  year  through 
Dec.  31, 1950,  and  up  to  and  including  $3,600  a  year  beginning  Jan.  1, 1951:  1  percent  each  through  Dec.  31 , 
1949,  and  l],i  percent  each  beginning  Jan.  1,  1950.  Contributions  paid  by  the  self-employed  on  income 
earned  after  Jan.  1, 19nl,  up  to  and  including  $3,600  a  year:  21.4  percent.  Includes  der'osits  bj  States  under 
voluntary  agreements  for  coverage  of  State  and  local  employees  beginning  May  1951. 

2  Tax  paid  only  by  employers  of  8  or  more.  Employers  offset  against  this  tax — up  to  90  percent  of  the 
amount  assessed — contributions  which  they  have  paid  under  State  unemployment  insurance  laws  or  full 
amount  they  would  have  paid  if  they  had  not  been  allowed  reduced  contribution  rates  under  State  ex- 
perience-rating provisions.  Rate  is  3  percent  of  first  $3,000  a  year  of  wages  paid  to  each  employee  by  subject 
employer;  because  of  credit  offset,  effective  rate  is  0.3  percent  of  such  wages. 

3  Contributions  plus  penalties  and  interest  collected  from  employers  and  contributions  from  employees, 
reported  by  State  agencies;  corrected  to  Aug.  1952. 

*  Contributions  and  deposits  by  States  usually  differ  slightly,  primarily  because  of  time  lag  in  making 
deposits. 

5  Includes  amounts  collected  under  the  Federal  Insurance  Contributions  Act  and  transfers  from  the 
general  fund  of  $3,604,000  for  fiscal  year  1950,  $3,694,000  for  fiscal  year  1951,  and  $3,734,000  for  fiscal  year  1952, 
to  meet  administrative  and  other  cost  of  benefits  payable  to  survivors  of  certain  World  War  II  veterans  as 
defined  in  title  II  of  the  Social  Security  Act  amendments  of  1946;  beginning  May  1951,  includes  deposits 
by  States  under  voluntary  agreements  for  coverage  of  State  and  local  employees. 

6  Represents  checks  issued;  before  July  1, 1948,  represents  checks  cashed  and  returned  to  the  Treasury. 
'  Data  do  not  reflect  actual  expenses  in  the  respective  years  because  of  bookkeeping  adjustments. 

Source:  Compiled  from  Daily  Statement  of  the  U.  S.  Treasury  and  State  agency  reports. 
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Table  3. Old-age  and  survivors  insurance:    Estimated  number  of  families  and 

beneficiaries  in  receipt  of  benefits  and  average  monthly  benefit  in  current- 
payment  status,  by  family  group,  end  of  June  1952  and  1951 

[In  thousands,  except  for  average  benefit:  data  corrected  to  Oct.  31, 1952] 


June  30,  1952 


Family  classification  of  beneficiaries  in 
current-payment  status 


Total 

Retired  worker  families 

Worker  only 

Male - - -- 

Female - - 

Worker  and  wife  aged  65  and  over 

Worker  and  wife  under  age  65  i 

Worker  and  aged  dependent  husband. 

Worker  and  1  child 

Worker  and  2  or  more  children .  _ 

Worker,  wife  aged  65  or  over,  and  1  or 

more  children 

Worker,  wife  under  age  65,  and  1  or 

more  children 

Survivor  families 

Aged  widow 

Aged  dependent  widower 

Widowed  mother  only  ' 

Widowed  mother  and  1  child 

Widowed  mother  and  2  children.. 

Widowed    mother    and    3    or    more 

children -- — 

Divorced  wife  and  1  or  more  children. 

1  child  only 

2  children - 

3  children 

4  or  more  children 

1  aged  dependent  parent 

2  aged  dependent  parents 


Number 

of 
families 


3, 278.  7 

2. 372. 3 
1, 691.  7 

1. 194. 4 
497.3 
633.5 

.4 
3.4 
7.3 
5.0 

.8 

.30.2 

906.4 

421. 3 

.4 

3.5 

94.6 

62.5 

53.2 

.2 

154.1 

57.7 

20.7 

19.2 

17.4 

1.6 


Number 
of  benefi- 
ciaries 


4,  593.  8 

3, 109. 8 

1, 691.  7 

1, 194. 4 

497.3 

1,267.0 

.8 

6.8 

14.6 

17.4 

2.5 

109.0 

1,484.0 

421.3 

.4 

,3.5 

189.2 

187.5 

248.5 

.4 

154.1 

115.4 

62.1 

81.0 

17.4 

3.2 


Average 
monthly 
amount 

per 
family 


$40. 10 
43.20 
32.80 
70.10 
58.40 
62.10 
61.50 
67.70 

78.50 

75.90 


36.00 
30.00 
35.80 
77.50 
93.80 

91.90 
95.20 
36.20 
61.30 
78.30 
80.70 
36.80 
71.50 


June  30,  1951 


Number 

of 
families 


2, 869. 0 

2, 090.  7 

1, 478.  8 

1,091.1 

387.7 

568.5 

.5 

2.4 

10.2 

5.6 


24.3 

778.3 

350.1 

.2 

2.5 

88.6 

57.5 

43.8 

.1 

128.0 

50.6 

19.1 

22.0 

14.7 

1.1 


Number 
of  benefi- 
ciaries 


4, 033. 6 

2,  748. 2 

1,478.8 

1, 091. 1 

387.7 

1, 137. 0 

1.0 

4.8 

20.4 

17.6 

1.3 

87.3 

1,285.4 

350.1 

.2 

2.5 

177.2 

172.5 

188.3 

.2 

128.0 

101.2 

57.3 

91.0 

14.7 

2.2 


Average 
monthly 
amount 

per 
family 


$40.90 
43.50 
33.60 
70.40 
62.40 
61.30 
65.80 
74.80 

93.40 

73.10 


36.20 
30.60 
36.60 
77.10 
93. 80 

92.20 
91.60 
35.  50 
60.40 
76.  70 
82.80 
36.80 
72.10 


1  Benefits  of  children  were  being  withheld. 
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Table   4. — Old-age   and    survivors    insurance:    Selected    data    on    benefits    and 
taxable  earnings,  by  State,  for  specified  period,  1949—52 

[In  thousands,  except  foi  average  taxable  earnings;  data  corrected  to  Oct.  30, 1952J 


State  1 


Monthly  benefits 
in  current-pay- 
ment status,  end 
of  fiscal  year 


Num- 
ber 


Payments  certified,  fiscal 
year 


Total 


Monthly 
benefits 


Lump- 
sum 
pay- 
ments 


Work- 
ers with 
taxable 
earn- 
ings, 
calen- 
dar 
year  2 


Amount  of  taxable 

earnings,  calendar 

year  3 


Total 


Aver- 
age per 
worker 


Employ- 
ers re- 
porting 
taxable 
wages, 
July- 
Septem- 
ber < 


1949-505  

1950-515 

1951-52  5 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma 

Oregon 

Pennsylvania 

Puerto  Rico 

Rhode  Island .  _ 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Virgin  Islands 

Washington 

West  Virginia 

Wisconsin. 

Wyoming 

Foreign 


2, 930.  4 
4, 033.  6 
4,  593.  8 


$60, 682 
143,  709 
161,739 


$748, 937 
1,610,032 
2, 034,  573 


68.7 

2.3 

19.1 

36.9 

371.6 
37.0 
82.8 
10.8 
17.2 

102.6 
68.6 
10.9 
14.0 

283.5 

132.7 
62.0 
45.1 
72.9 
54.7 
40.6 
64.6 

210.9 

200.3 
75.5 
30.8 

113.3 
15.3 
26.5 
4.5 
24.8 

182.6 
11.0 

529.1 

78.3 

7.2 

284.2 
47.3 
58.4 

401.0 

.8 

36.1 

40.1 

9.5 

68.4 

144.6 
16.7 
13.6 
74.5 

88.4 
69.0 
105.7 
5,9 
20.7 


1,932 

75 

627 

997 

13,589 

1,242 

3,333 

396 

605 

3,532 

1,899 

337 

427 

10, 608 

4,582 

1,973 

1,408 

2,165 

1,632 

1,368 

2,285 

8,099 

7,513 

2,591 

786 

3,842 

508 

820 

159 

870 

7,146 

305 

20, 024 

2,191 

207 

10,  521 

1,420 

2,050 

15, 108 

22 

1,375 

1,070 

284 

1,951 

4,352 

546 

456 

2,293 

1 

3,214 

2,260 

3,743 

196 

805 


7, 

12, 

169 

15, 

42, 

4 

7, 

43, 

23 

4 

5, 

134 

57, 

24 

17, 

26 

20 

17, 


32, 
9, 

48; 

6, 

10, 

2, 

10: 

90, 

3, 

252 

27 

2, 

133; 

17 

25, 

191 

17 

13, 

3 

24, 

53, 

6 

5, 


$714, 939 
1,  564,  558 
1,976,303 


$33, 998 
45, 474 
58, 270 


46,  796 
48, 100 
59, 000 


$81,808,000 
87, 498, 000 
120, 000, 000 


23,401 

919 

7,537 

11, 948 

165, 334 

15, 044 

41,444 

4,820 

7,383 

42,299 

22,  791 

4,166 

5,205 

130,  680 

55,  988 

23,885 

17,  215 

26,234 

19,549 

16, 897 

27, 787 

100, 306 

91,597 

31,381 

9,272 

46, 941 

6,132 

9,885 

1,948 

10,  700 

87,  731 

3,585 

245, 488 

26, 347 

2,461 

129,  711 

17,  079 

25, 184 

186, 397 

203 

17, 051 

12,844 

3,402 

23,479 

52, 149 

6,  633 

5,618 

27,  732 

12 

39, 526 

27,645 

45,794 

2,382 

9,162 


763 

23 

241 

372 

4,536 
375 

1,154 
146 
291 
961 
793 
77 
151 

4,314 

1,668 
723 
488 
758 
631 
420 
924 

2,618 

2,883 
821 
283 

1,393 

209 

292 

71 

258 

2,766 
120 

7,362 

936 

72 

3,882 
492 
630 

5,232 
13 
469 
518 
118 
771 

1,830 
188 
121 
928 

m 

959 

664 

1,350 

75 

137 


740 

60 

220 

350 

4,060 
440 
860 
170 
370 
930 

1,010 
130 
190 

3,590 

1,510 
700 
530 
720 
760 
320 
780 

1,860 

2,590 
870 
400 

1,410 

180 

390 

70 

230 

1,980 
210 

6,470 

1,200 
120 

3,160 
570 
520 

4,110 

(«) 
350 
510 
130 
880 

2,500 
220 
120 
810 

m 

760 

620 

1,170 

90 

m 


995, 000 

91,000 

283,000 

413, 000 

6, 699, 000 

600, 000 

1,680,000 

273, 000 

566, 000 

1,081,000 

1, 282, 000 

203, 000 

227, 000 

6, 649, 000 

2, 669, 000 

1,026,000 

763, 000 

958, 000 

1,087,000 

431,000 

1,257,000 

3, 410, 000 

5, 019, 000 

1,451,000 

417, 000 

2,161,000 

270, 000 

484,000 

98,000 

310, 000 

3,  570, 000 

207, 000 

11,756,000 

1,  503, 000 

154, 000 

5, 915, 000 

814, 000 

869, 000 

7, 342,  000 

(«) 

581, 000 
740,000 
178,000 

1,  246, 000 
3, 442, 000 

306, 000 

156,000 

1,284,000 

(«) 
1, 328, 000 
1,065,000 

2,  068, 000 
121,000 


2,697 
2,768 
3,610 


52 
3 
17 
30 

286 
34 
56 
10 
26 
78 
69 
10 
14 

223 
85 
71 
46 
49 
54 
25 
55 

120 

135 
69 
32 
94 
16 
34 
5 
16 

130 
13 

475 
68 
12 

177 
44 
40 

224 
14 
19 
38 
18 
60 

188 

12 

10 

69 

0 

56 
34 


(') 


'  State  distribution  estimated. 

2  Preliminary  estimate.  Totals  represent  number  of  different  workers  employed  in  covered  industries 
at  some  time  during  1949,  1950,  and  1951,  respectively.  State  data  represent  workers  employed  in  the  State 
at  some  time  during  1950,  workers  employed  in  more  than  1  State  counted  once  in  each  of  the  States  in  which 
employe  d. 

»  Preliminary  estimate.  Totals  are  for  1949,  1950,  and  1951,  respectively.  State  data  represent  1950  tax- 
able earnings  distributed  according  to  the  State  in  which  earned. 

*  Employer  returns  for  July-September  1949,  1950,  and  1951,  respectively.  State  data  represent  number 
of  employers  reporting  taxable  wages  for  July-September  1951  by  the  State  of  their  reporting  headquarters. 
An  employer  with  a  legal  entity  such  as  a  corporation,  partnership,  or  single  ownership,  for  which  a  single 
tax  return  is  filed. 

5  See  column  heads  for  period  to  which  data  relate. 

»  Employment  not  covered  prior  to  1951. 

'  Data  not  available.  *  Less  than  50.  »  Less  than  $500. 
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Table  5. — Old-age  and  survivors  insurance:  Benefits  in  current-payment  status, 
payments  certified,  and  workers  with  wage  credits,  fiscal  years  1950-52 

[Corrected  to  Oct.  28, 1952] 


Item 


Fiscal  year 


Benefits  in  current-payment  status  (end  of  period) : 

Number 

Old-age.- 

Wife's  or  husband's 

Child's 

Widow's  or  widower's 

Mother's 

Parent's 

Total  monthly  amount 

Old-age. 

Wife's  or  husband's 

Child's 

Widow's  or  widower's 

Mother's 

Parent's 

Average  monthly  amount: 

Old-age.- - 

Wife's  or  husband's -- 

Child's 

Widow's  or  widower's 

Mother's 

Parent's 

Payments  certified  during  period: 

Monthly  benefits 

Old-age.-- 

Supplementary 

Survivor 

Lump-sum  payments 

Estimated  number  of  living  workers  with  wage  credits  (mid- 
point of  period— Jan.  1): ' 

Total - 

Fully  insured 

Currently  but  not  fully  insured 

Uninsured 


1952 


4, 593, 801 

2, 372, 308 

668,  297 

896, 820 

421,  730 

214, 030 

20,616 

$161,739,397 

$99,591,517 

$15, 169,  588 

$24, 008, 878 

$15,161,777 

$7, 053, 163 

$754, 475 

$41.98 
$22. 70 
$26.  77 
$35.  95 
$32.95 
$36.60 

$1,976,302,716 

$1,221,993,921 

$198, 803, 036 

$555,  505,  759 

$58,  270, 054 


88, 900, 000 
62, 300, 000 

(2) 
26, 600, 000 


4, 033,  583 

2, 090,  668 

596, 098 

787, 311 

350, 343 

192, 357 

16, 806 

$143,  708,  778 

$89, 000, 025 

$13, 674, 014 

$21,282,368 

$12, 683, 323 

$6, 452,  784 

$616,  264 

$42.  57 
$22. 94 
$27. 03 
$36.20 
$33.  55 
$36.67 

$1,564,557,986 
.$961,  559, 863 
$159, 616, 144 
$443, 381, 979 
$45,473,616 


82, 600, 000 
59, 600, 000 

(2) 
23, 000, 000 


$60, 
$36 

$5, 


$3, 


2, 930, 357 

1, 384, 823 

419,123 

665, 351 

290, 307 

156, 664 

14, 089 

I,  681,  500 

,  415, 828 

, 840, 022 

.,  828, 736 

.,  079, 758 

,  322,  210 

$194, 946 

$26. 30 
$13. 93 
$13.  27 
$20.  94 
$21.  21 
$13. 84 


$714, 939, 181 
$427, 112, 452 

$73, 746,  725 
$214, 080, 004 

$33, 997, 625 


80, 600, 000 

40, 100, 000 

5, 600, 000 

34, 900, 000 


1  Estimates  of  insured  workers  have  not  been  adjusted  to  reflect  changes  in  insurance  status  arismg  from: 

(1)  provisions  that  coordinate  the  old-age  and  survivors  msurance  and  railroad  retirement  programs,  ana 

(2)  wage  credits  for  military  service.  Estimates  are  only  partially  adjusted  to  eliminate  duplicate  count 
of  persons  with  taxable  earnings  reported  on  more  than  1  account  number.  The  effect  of  such  duplication 
is  substantially  less  significant  for  insured  workers  than  for  uninsured  workers. 

2  Not  possible  under  the  1950  amendments  until  July  1, 1954. 
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Table  6. — Maternal  and  child  health  and  welfare  services:  Grants  to  States  for 
maternal  and  child  health  services,  services  for  crippled  children,  and  child 
welfare  services  under  the  Social  Security  Act,  by  program  and  State,  fiscal 
year  1952 ^ 

[In  thousands] 


State 

Maternal  and  child  health 
services 

Services  for  crippled  children 

Child 
welfare 

Total 

Fund  A 

Fund  B 

Total 

Fund  A 

Fund  B 

services 

$12, 676. 8 

$6,415.5 

$6, 261. 3 

$11,109.5 

$5,416.8 

$5, 692. 7 

$7, 245. 4 

479.6 
124.6 
165.8 
252.0 
437.4 
213.3 
119.1 

88.5 
145.0 
261.3 
499.6 
129.1 

89.7 
316.8 
256.9 
164.9 
134.4 
383.2 
333.9 
110.1 
274.2 
275.4 
414.2 
217.5 
347.2 
254.1 

71.5 
106.6 

61.1 

90.4 
187.6 
125.5 
449.7 
599.2 

91.0 
417.8 
197.4 
110.4 
491.0 
372.1 

82.0 
271.1 

69.5 
452.6 
552.3 
138.9 

76.6 

70.7 
333.8 
184.2 
260.4 
236.8 

88.8 

134.2 

49.3 

96.2 

93.5 

303.1 

80.1 

90.7 

53.0 

66.4 

110.4 

143.5 

60.4 

62.3 

244.4 

149.3 

104.8 

91.5 

125.6 

124.8 

77.7 

101.8 

146.0 

234.2 

123.2 

120.6 

145.8 

44.0 

95.5 

33.7 

63.9 

163.1 

68.3 

362.0 

159.0 

63.5 

244.5 

122.4 

82.9 

281.4 

138.9 

58.6 

107.0 

43.0 

132.6 

258.0 

79.0 

55.3 

43.2 

132.7 

104.9 

112.0 

169.6 

63.7 

345.4 

75.3 

69.6 

158.5 

134.3 

133.2 

28.4 

35.5 

78.6 

150.9 

356.1 

68.7 

27.4 

72.4 

107.6 

60.1 

42.9 

257.6 

209.1 

32.4 

172.4 

129.4 

180.0 

94.3 

226.6 

108.3 

27.5 

11.1 

27.4 

26.5 

24.5 

57.2 

87.7 

440.2 

27.5 

173.3 

75.0 

27.5 

209.6 

233.2 

23.4 

164.1 

26.5 

320.0 

294.3 

59.9 

21.3 

27.5 

201.1 

79.3 

148.4 

67.2 

25.1 

414.2 
118.1 
-1.7 
294.0 
299.1 
130.2 
177.2 

71.4 
149.5 
183.1 
351.2 
164.6 

97.2 
312.7 
138.4 
240.1 
131.1 
395.8 
257.6 
107.0 
243.1 
184.8 
312.4 
229.5 
315.1 
215.0 

96.4 
127.2 

55.6 

70.3 
217.3 

86.1 
365.8 
461.8 

83.2 
325.2 
312.0 

97.3 
350.2 
315.3 
116.9 
316.6 

91.1 
350.8 
484.6 
103.4 

72.9 

63.2 
324.7 
159.3 
216.6 
276.1 

38.9 

124.6 

48.4 

-1.7 

93.6 

243.5 

75.1 

84.1 

49.4 

57.7 

101.6 

131.1 

58.2 

60.3 

194.3 

92.8 

102.2 

90.0 

117.8 

109.3 

67.1 

92.4 

134.1 

182.7 

110.2 

111.0 

94.1 

41.8 

84.0 

33.6 

52.9 

135.3 

64.1 

315.4 

141.8 

61.2 

202.7 

98.4 

75.3 

206.9 

118.6 

50.0 

103.7 

61.1 

124.8 

216.5 

64.9 

53.4 

41.2 

120.4 

90.7 

96.8 

120.5 

16.9 

289.6 
69.7 

""26o"4" 

55.6 

55.1 

93.1 

22.0 

91.8 

81.5 

220.1 

106.4 

36.9 

118.4 

45.6 

137.9 

41.1 

278.0 

148.3 

39.9 

150.7 

50.7 

129.7 

119.3 

204.1 

120.9 

54.6 

43.2 

22.0 

17.4 

82.0 

22.0 

50.4 

320.0 

22.0 

122.5 

213.6 

22.0 

143.3 

196.7 

66.9 

212.9 

30.0 

226.0 

268.1 

38.5 

19.5 

22.0 

204.3 

68.6 

119.8 

155.6 

22.0 

298.7 

49.4 

64.5 

121.6 

291.9 

79.3 

113.8 

51.6 

42.3 

Florida         

.  129.9 

'  230.4 

43.1 

Idaho 

39.2 

196.8 

75.9 

206.7 

118.4 

263.8 

212.3 

73.8 

110.8 

Massachusetts    -_  

72.4 

196.2 

151.9 

Mississippi         - 

264.1 

Missouri       .  

188.6 

43.2 

23.5 

25.7 

50.0 

69.1 

New  Mexico 

98.0 

99.3 

North  Carolina  -        

283.1 

39.9 

Ohio-           --- 

152.9 

178.9 

Oregon                 .- 

80.8 

315.3 

228.0 

40.6 

95.0 

South  Dakota              ---  

92.3 

311.7 

413.8 

Utah                      

62.7 

57.5 

Virgin  Islands                  -    

31.1 

201.3 

130.6 

204.6 

Wisconsin.  

186.3 

42.8 

I  Based  on  checks  issued  less  refunds. 
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Table    9. — Federal    credit    unions:    IS  umber    of    members,    amount    of    assets, 
amount  of  shares,  and  amount  of  loans  outstanding  Dec.  31,  1935—51 


Year 

Number  of 

reporting 

credit 

unions  ' 

Number  of 
members 

Amount  of 
assets 

Amount  of 
shares 

Amount  of 
loans 

1935                        

762 
1,725 
2,296 
2,753 

3,172 
3,739 
4,144 
4,070 

3,859 
3,795 
3,757 
3,761 

3,845 
4,058 
4,495 
4,984 
5,398 

118, 665 
307, 651 
482, 441 
631, 436 

849,  806 
1, 126, 222 
1,  396, 696 
1,  347,  519 

1,  302, 363 
1, 303, 801 
1,216,625 
1,  302, 132 

1, 445, 915 
1,  628,  339 
1,  819,  606 
2, 126,  823 
2, 463, 898 

$2, 368, 521 
9, 142,  943 
19, 249,  738 
29,621,501 

47,  796, 278 
72, 500, 539 
105,  656,  839 
119,  232,  893 

126,  948, 085 
144,  266, 156 
153,103,120 
173,166,459 

210,  375,  571 
258, 411,  736 
316,  362, 504 
405,  834, 976 
504,  714,  580 

$2, 224,  608 
8, 496, 526 
17,636,414 
26,  869,  367 

43, 314, 433 
65,780,063 
96,  816, 948 
109, 498,  801 

116, 988,  974 
133,  586, 147 
140,613,962 
159,  718, 040 

192, 410, 043 
235, 008,  368 
285,  000,  934 
361, 924,  778 
457,  402, 124 

$1, 830, 489 

1936                  --- 

7, 330, 248 

1937                                

15,  683,  676 

1938                           

23, 824,  703 

1939                                  .  . 

37, 663,  782 

1940                    

55,801,026 

1941 ._  --- 

69,  249, 487 

1942                                ..  -.-     --- 

42, 886,  750 

1943             

35, 228, 153 

1944                           .       ._. 

34,403,467 

1945             .       .- 

35, 155, 414 

1946                  

56, 800,  937 

1947                   . 

2  91,  372, 197 

194g                                  .     

137, 642,  327 

1949                           

186, 218, 022 

1950.                  .     

263,  735, 838 

1951   ..            

299,  755,  775 

I  In  the  period  1945  through  1951,  the  number  of  operating  and  reporting  credit  unions  was  the  same.    In 
other  years,  the  number  of  credit  unions  which  reported  was  less  than  the  number  in  operation. 
-  Revised. 

Table  10. — Federal  credit  unions:  Assets  and  liabilities,  Dec.  31,   1951,  and 

Dec.  31,  1950 


Amount 


Assets  and  liabilities 


Dec.  31,  1951 


Dec.  31,  1950 


Change 
during  year 


Percentage 
distribution 


Dec.  31, 
1951 


Dec.  31, 
1950 


Number  of  operating  Federal  credit  unions 

Total  assets 

Loans  to  members 

Cash 

United  States  bonds 

Federal  savings  and  loan  shares 

Loans  to  other  credit  unions 

Other  assets 

Total  liabilities 

Notes  payable 

Accounts  payable  and  other  liabilities 

Shares 

Reserve  for  bad  loans 

Special  reserve  for  delinquent  loans 

Undivided  profits 


5,398 


4,! 


414 


$504,  714,  580 


$405,  834, 976 


$98, 879,  604 


100.0 


100.0 


59.4 
12.6 
15.4 
10.6 
1.3 
.7 


504,  714,  580 


405, 834, 976 


98,  879,  604 


100.0 


65.0 

10.4 

16.0 

6.4 

1.6 


100.0 


8, 686,  559 

1,244,784 

457,  402, 124 

15,  542,  645 

736, 062 

21, 102, 406 


13, 271,  792 

1,000,365 

361.924,778 

12,356,142 

563, 212 

16,  718, 687 


-4, 585, 233 

244, 419 

95, 477,  346 

3, 186,  503 

172,  850 

4, 383, 719 


1.7 

.3 

90.6 

3.1 
.1 

4.2 


3.3 

.3 

89.2 

3.0 
.1 

4.1 


o 


